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THURSDAY, JULY 1, 1954 


UnitTeD STATES SENATE, 
SPECIAL SUBCOMMITTEE INVESTIGATING 

ADMINISTRATION OF THE TRADING WitTH THE ENEMY 

Act, OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 318, 
Senate Office Building, Senator Everett M. Dirksen, chairman of the 
subcommittee, presiding. 

Present: Senators Dirksen (presiding 

Present also: Senator McCarran. 

Present also (staff): John W. Nairn, counsel to the subcommittee; 
and Wayne H. Smithey, professional staff member. 

Senator Dirksen. The hearing will come to order. 

This is a hearing on 8. 3423 conducted by a subcommittee of the 
Senate Judiciary Committee consisting of the Chairman, Senator 
Langer, of North Dakota; Senator Hendrickson, of New Jersey; 
Senator Butler, of Maryland; Senator Kefauver, of Tennessee; Sena- 
tor Hennings, of Missouri; and Senator McClellan, of Arkansas. 

(S. 3423 follows:) 


), and Hendrickson. 


[S. 3423, 83d Cong., 2d sess.] 
A BILL To amend the Trading With the Enemy Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Trading With the Enemy Act of 1917, as 
amended, be further amended by adding the following sections: 

“Sec. 40. (a) Any property or interest vested pursuant to the provisions of 
this Act after December 7, 1941 (or the liquidated proceeds thereof), together with 
any dividends, distributions, or other increment paid or allowed thereon subse- 
quent to such vesting, reduced by final adjudications against the property under 
section 34 of the Act, shall, as a matter of grace, be returned in its state as of the 
date of enactment of this section (i. e., in kind or as liquidated proceeds), to the 
person, firm, trust, association, or corporation who or which was the owner thereof 
at the time of such vesting, or to the legal representative or successor, as the case 
may be, of such owner, if the owner be dead or if its existence shall have been in 
any wise terminated. In determining the ‘owner,’ the record holding or title 
ownership as the case may be, of such property at the time of vesting shall be 
conclusive and delivery, transfer, conveyance, or payment to such owner, or to the 
legal representative or successor thereof, shall operate to discharge the United 
States from plural liability in respect of the return provided for hereunder: 
Provided, however, That no return shall be made pursuant to this section to the 
government of any nation with which the United States has been at war since 
December 7, 1941, or at any time thereafter or to subdivisions or successors of any 
such government: Provided further, That no such return shall be made pursuant 
to this section to natural persons who on January 1, 1954, or any time thereafter 
prior to such return have lived, or corporations, companies or associations having 
their sole or primary seat, in the Russian zone of occupation of Germany or 
Austria, or in Albania, Bulgaria, China, Czechoslovakia, Hungary, Poland, 
Rumania, or the Soviet Union, or to any person convicted of war crimes by Allied 
Occupation Tribunals or by German denazification courts: Provided further, 
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That, if after a ich property was so vested the claim of an owner with respect 
to su propertVv WAS a ed or released to or compromised with the United 
Sta or the Ali Property Custodia no such property or the liquidated 
DI eae otel ll be return rsuant to this section unless such owner shall 
te ' { | ted S { it j rest, the amnount received upon such as- 
omise, 01 Pro irther, That the President may, within 
ym the date of enactment reof find that it is in the national interest 
y owner or owners livest themselves of every kind of interest in 
ieand of I i States within twelve months from the date 
ror owners: in whi vent, the vested property 
ed ! owners thereof encumbered with the 
l any « f the United States may enter a judgment or 
I eff judgment or decree may also provide 
{ f er or ow rs do » divest themselves within said twelve months’ 
Dp ! \ rne Genera i ereafter sell for vith such property at 
pu ind remit | ) is to the owner or owners: And prov ded further, 
return shall be subject to a determination that the Alien Property 
( t ur is no actual or pot tial habil inder tl Renegotiation Act or the 
A October 31, 1942 (5638 013° 30 U.S. A. ser RYU—UG in respect of the 
pI rty « Ty ied and ut f claimant and his 
pI T res f ha ) il or pote ul liability of any kind 
ul r the Renegotiation A r tl rid Act of October 31, 1942; or in the alterna- 
tive ut. the ni hi ! curity or u lertakings adequate to assure 
sa fa of all } 1 propert or i rest or proceeds to be 
re ed | the Alien Proper Cus lian are adequate therefor 
| } und e ] ition prescribed in the Renegotiation Act 
ipon the me within \ h petit mav be filed in the Tax Court of the United 
St ’ Dé t ‘ ! : property or interest or proceeds are returned 
inde ill, for a period « da ot ng Sunday or a legal holiday 
District of Col ia as the last da following return, have the right to file 
s 1 petition for a redemption in respect of any final order of the War Contracts 
Price Adjustment Board deter ning excessive profits, made against the Alien 
Property Custodian, or of any deter ation, not embodied in an agreement, of 
( pr 30 made by or on beha if a Secretary 
Any person to whom any invert yn, Whether patented or unpatented, or 
al r t or interest therein is returned hereunder shall be bound by any notice 
r issued or agreemen iade pursuant to the A of October 31, 1942 (56 
Stat. 1013), in respect of such invention or right or interest, and such person to 
wl a licensor’s interest is returned shall have all rights assertable by a licensor 
pursuant to sectio! 2 of the said Act 


1) Exeept as otherwise provided herein, and except to the extent that the 
President or such officer or agency as he may designate may otherwise determine, 


any person to whom return is made hereunder shall have all rights, privileges, 
and obligations in respect to the property or interest returned or the proceeds 


{ } } 


of which are returned which would have existed if the property or interest had 
not vested in the Alien Property Custodian, but no cause of action shall accrue 
to such person in respect of any deduction or retention of any part of the prop- 
erty or interest or proceeds by the Alien Property Custodian for the purpose of 
paying taxes, costs, or expenses in connection with such property or interest or 
proceeds: Provided, That no person to whom a return is made pursuant to this 
section, nor the successor in interest of such person, shall acquire or have any 
claim or right of action against the United States or any department, establish- 
ment, or agency thereof, or corporation owned thereby, or against any person 
authorized or licensed by the United States, founded upon the retention, sale, 
or other disposition, or use, during the period it was vested in the Alien Property 
Custodian, of the returned property, interest, or proceeds. Any notice to the 
Alien Property Custodian in respect of any property or interest or proceeds 
shall constitute notice to the persons to whom such property or interest or pro- 
ceeds is recurned and such person shall sueceed to all burdens and obligations in 
respect of such property or interest or proceeds which accrued during the time 
of retention by the Alien Property Custodian, but the period during which the 
property or interest or proceeds returned were vested in the Alien Property Cus- 
todian shall not be included for the purpose of determining the application of 
any statute of limitations to the assertion of any rights by such person in respect 
of such property or interest or proceeds. 

“‘(e) No return hereunder shall bar the prosecution of any suit at law or in 
equity against a person to whom return has been made, to establish any right, 
title, or interest, which may exist or which may have existed at the time of 
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vesting, in or to the property or interest returned. With respect to any such 
suit, the period during which the property or interest or proceeds returned were 
vested in the Alien Property Custodian shall not be included for the purpose of 
determining the application of any statute of limitations. 

f) At least sixty days before making any return to any person other than a 
resident of the United States or a corporation organized under the laws of the 
United States, or any State, Territory, or possession thereof, or the District of 
Columbia, the Alien Property Custodian or the Commission, as the case may be, 
shall publish in the Federal Register a notice of intention to make such return, 
specifying therein the person to whom return is to be made and the place where 
the property or interest or proceeds to be returned are located. Publication of 
a notice of intention to return shall confer no right of action upon any person to 
compel the return of any such property or interest or proceeds, and such notice 
of intention to return may be revoked by appropriate notice in the Federal 


Register After publication of such notice of intention and prior to revocation 





thereof, the property or interest or proceeds specified shall be subject to attach 
ment at the suit of any citizen or resident of the United States or any corporation 
organized under the laws of the United states, or an State, Territory, or posses- 
sion thereof, or the District of Columbia, in the same manner as property of the 
person to whom return is to be made: Provided, That notice of any writ of 
attachment which may issue prior to return shall be served upon the Alien 
Property Cus diat Anv such attachment proceeding shall be subject to the 
provisions of law relating to limitation of actions applicable to actions at law in 
the jurisdiction in which such proceeding is brought, but the period during which 
the property or intere or proceeds were vested in the Alien Property Custodian 


shall not be included for the purpose of determining the period of limitation 





No officer of anv court shall take actual possession, without the consent 
Alien Prope rtyv Custodian, of any propert Vy or interest or proceeds so I 
and publication of a notice of revocatio f intention to return shall invalidate 
any attachment with respect to the specified property or interest or proceeds, 
but if there is no such revocation, the Alien Property Custodian or the Commis- 
sion, as the case mav be, shall accord full effeet to Any uch attac hment in ret irn- 
ng any such property or interest or proceeds: P ed, however, That upon 
notice of such attach ent proceedi: gs to the Alter P Opt rty Cou todian, re irn 
may be made to the ‘owners’ under section 40 hereof if bond is posted by the 
owner in an amount set by the court in which such attachment proceedings 
shall have been filed 

“SEC 1] a There is hereby ¢ tablished a Commission to be known as the 


Vested Prope rtv Commission (hereinafter referred to as the Commission), to be 
composed of three persons to bet appointed bv the President, with the consent 
of the Senate, each member of the Commission to receive a salary at the rate 
of $14,000 per annum One such member shall be designated by the President 
as Chairman 

D The Commission may employ such personnel, clerical and technics bs 





may be necessary to carry out its functions, but in no event shall the number so 
employed exceed fifty persons; and shall make and promulgate such rules and 
regulations as May be necessary to carry out its purposes and functions. 

ce) All decisions of the Commission concerning returns as a matter of grace 
shall be final 

d) The authority of the Commission and the term of office of its members 
shall terminate at the expiration of three years from the date on which the 
majority of its members first appointed take office, but the President may, by 
Executive order, fix an earlier termination date. 

“Sec. 42. Persons desiring to claim return pursuant to section 40 shall file 
notice of claim with the Commission and with the Office of Alien Property within 
one year from the enactment of this section in such form and manner as may 
be determined by regulations published by the Commission: Provided, however, 
That if prior to the enactment of this section a claimant has filed in the Office of 
Alien Property a claim for the return of property, it shall not be required that 
an additional one be filed after the enactment hereof, either with the Commission 
or with the Office of Alien Property. 

“Sec. 43. The Office of Alien Property shall determine the eligibility of each 
claimant under section 40 of this Act, and it shall make returns of property at a 
time not sooner than sixty days subsequent to the publication of such determina- 
tion of eligibility in the Federal Register: Provided, That where conflicting claims 
have been filed, such claims shall be forthwith referred to the Commission for 
decision and disposition: Provided further, That the Office of Alien Property 
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shall forthwith order the return of vested property in every case where a claim 
was filed by April 30, 1949, and no conflicting claim has been filed prior to 
December 31, 1953 in respect of the same property. (A claim filed prior to said 
date by a foreign government, claiming in a custodial and nonownership capacity, 
shall not be considered hereunder as a conflicting claim.) 

“Sno, 44. Claimants aggrieved by a decision of the Office of Alien Property, 
or by failure of said Office to render a decision, upon notice of claim filed in pur- 
suance of section 42, for more than one year subsequent to the date of filing, or 
within one year from the enactment hereof if the claim was filed prior thereto, 
or by failure of said Office to refer to the Commission conflicting claims or to order 
forthwith returns as provided in section 43, may appeal to the Commission under 
procedures to be prescribed by the Commission. Decisions of the Office of Alien 
Property, not appealed within sixty days from publication in the Federal Register, 
shall be final, but nothing herein provided shall affect a claimant’s right to file or 
continue to prosecute an action under section 9 (a) of the Trading With the 
Enemy Act, as amended. 

Sec. 45. Notwithstanding the provisions of the Act of September 28, 1950 

ch. 1094, 64 Stat. 1079), and of any other provision of law the Commission is 
authorized, directed and empowered to make a study of the problems arising 
between this country and other nations with respect to intercustodial conflicts, 
and to report to the Congress by January 1, 1955, the details of such conflicts and 
of any funds and other property which have been received by the United States 
from other nations pursuant to the provisions of the Paris Reparations Agreement 
and any other international agreements, to the end that the Congress may enact 
legislation which will fairly and properly deal with other nations as the result of 
the adoption of a policy by the United States to return property pursuant to 
section 40 hereof which has been vested since December 7, 1941, under the provi- 
sions of the Trading With the Enemy Act, as amended. 

“Src. 46. (a) In the conduct of its business, the Commission is authorized to 
expend from vested assets on hand in the Office of Alien Property an amount not 
to exceed $350,000 per annum during the life of the Commission. 

b The Commission shall determine, by estimate, the sum which has been 
and will be expended in the administration of vested assets from December 7, 
1941, to the termination of the activities of the Office of Alien Property as en- 
visioned by the provisions of section 40 of this Act, including the expense of the 
Commission for the administration of vested assets which has not been charged 
directly against the assets themselves. 

“(e) The Office of Alien Property shall then retain from all property returned 
in accordance with the provisions of section 40 an amount which the Commission 
shall fix as the pro rata share of the expenses determined in accordance with (b) 
above, such share being the ratio that the value of the property so returned bears 
to the value of all vested property: Provided, however, That no return shall be 
made pursuant to section 40 unless the owner thereof files with the Office of Alien 
Property a written consent to such retention. 

‘(d) Upon receipt of the written consent of retention referred to in (ce) above, 
the Office of Alien Property is authorized to liquidate returnable assets to the 
extent necessary to provide funds for the authorized retention where cash is not 
available for that purpose from the property to be returned: Provided, however, 
That each owner shall be given an opportunity to pay the necessary amount in 
lieu of liquidation of specific property. 

“(e) No retention shall be made from patents, patent applications, copyrights 
and trade-marks other than from the proceeds collected therefrom. 

“Sec. 47. (a) The Commission shall determine by estimate within thirty days 
after a majority of its members shall have been appointed and qualified, the sum 
which will be necessary to carry out the purposes of return as set forth in section 
40 hereof, and shall report the same to the Congress. 

“‘(b) There are hereby authorized to be appropriated such sums, for the credit 
of the Office of Alien Property, as the Commission may under (a) above report, 
to satisfy awards made under section 40 of this Act to the extent that the pro- 
ceeds of liquidated vested property are not available for return. 

“(e) All funds remaining after administration, liquidation, and disposition 
pursuant to the foregoing sections shall be paid into the Treasury of the United 
States.” 


Senator Dirksen. I think at the outset I probably ought to make 
a bit of a statement to orient the hearings, and this will be brief 


but it will indicate, in a way, the genesis and the purposes of the bill 
that is pending and on which this hearing is being held. 
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On the 24th of March, 1952, the Senate approved Senate Resolu- 
tion 245, which was introduced by Senator Wiley, of Wisconsin, and 
authorized the creation of a subcommittee of the Senate Judiciary 
Committee for the purpose of examining and reviewing the adminis- 
tration of the Trading With the Enemy Act. This was the act that 
was enacted by Congress to deal with the vesting and administration 
of alien enemy property and enemy assets, both during and after 
World War I and World War II. 

This subcommittee was originally under the chairmanship of the 
late Senator Willis Smith, of North Carolina. Senator Smith re- 
cruited a staff and initiated the investigation and subsequently, 
before his death, filed an interesting interim report. 

The work of the subcommittee was continued in the present Con- 
gress under Senate Resolution 47, which was approved January 30, 
1953, Senate Resolution 120, which was approved on June 24, 1953, 
and Senate Resolution 277 which was approved April 28, 1954. The 
present chairman succeeded to the chairmanship of the subcommittee, 
concluded the investigation, conducted public hearings and filed a 
report in January of 1954. I have already indicated the member- 
ship of the subcommittee. It made the recommendation that legis- 
lation be drafted that would remove some of the inequities and in- 
justices in the existing law, and also eliminate an inconsistency in 
our foreign policy which we thought did exist in the Trading With 
the Enemy Act and its administration. 

This recommendation which was made by the subcommittee was 
based actually on three premises: The first was the fact that the 
theory of custodianship in dealing with alien property which prevailed 
during and after World War I was, I think, completely abandoned in 
favor of the present concept which is now in effect, of seizing and 
vesting and liquidating all enemy property and using the proceeds for 
certain special statutory benefits for war veterans and certain or- 
ganizations, including religious organizations. 

The second premise on which we proceeded was that of the foreign- 
policy objective of improving our relationships with former enemy 
countries—we have particularly in mind, of course, the West German 
Republic and Japan. 

The third premise which was in the mind of the committee at the 
time was that it has been the policy of this administration to encourage 
private investment abroad. 

So if the present concept in the law prevails and some untoward 
eventuality should develop in the years ahead, it would be American 
investors who would probably suffer most under those circumstances. 

I think it should be noted that certain members of the subcommittee 
filed supplemental views to those that we expressed in the committee 
report. 

Since the issuance of the report in January of this year 

Senator Hrenpricxson. Notably, the junior Senator from New 
Jersey. 

Senator Dirksen. That is quite true. 

Since the issuance of the report in January of this year, there has 
been considerable discussion on the general subject of modifying the 
Trading With the Enemy Act and of returning to the general principle 
of custodianship of alien enemy property. 

The desirability of returning to alien enemy nationals, other than 
enemy governments or subdivisions thereof, the seized and vested 
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property as an effective move in strengthening our foreign policy has 
also been rather widely discussed. 

So the bill now before the subcommittee for testimony today, 
which was introduced by the chairman, for himself and for Senators 
Jenner of Indiana and Butler of Maryland, who are both members 
of the Senate Judiciary Committee, is directed generally to that 
objective and to the creation of a commission for that purpose. 

It would occur to me, therefore, that this hearing should concern 
itself primarily with 2 or 3 things. 

First, the policy involved and the desirability of such a course in 
improving our friendly relations with the West German Republic and 
also with Japan. Jn that connection, I may announce that on 
tomorrow afternoon at 2 o’clock, the Secretary of State, Mr. Dulles, 
will testify, and I assume that his testimony will be directed mainly 
to the en of foreign policy and the relationship of the pending 
bill to that poli 

The second thing that we should have in mind is whether such a 
course of returning property is practicable and does not offer insur- 
mountable difficulties. 

Third, the kind of vehicle or instrument that should be provided 
to effectuate that policy. 

As I indicated, I have encountered a good deal of editorial com- 
ment on this proposal in many papers, including the Wall Street 
Journal, and I am glad to see a rather substantial attendance here, 
which indicates a widespread interest in the matter. Notice of this 
hearing was announced on the Senate floor more than a week ago, 
and notices have been sent to every name in the files of the committee 
who might have an interest. 

( ‘ounnel. for the committee consists of Mr. John W. Nairn, at my 
right, and Mr. Wayne H. Smithey, who is a member of the staff of 
the Senate Judiciary Committee. 

At this point I want to emphasize one thing. From time to time, 
matters arise which might be a reflection upon persons. I noticed 
a news dispatch in the Binghamton, N. Y., press which, among other 
things, indicated that Mr. John Nairn, the counsel cf this committee, 
has a Jaw office in downtown Washington, and that he rents offices 
from s young gentleman who I understand has some connection with 
Interhande], which had evidently an interest in alien property. 

To make sure that in every case these things are very circum- 
spectly done, and that there can be no defensible allegation of any 
purpose or motive op the part of any member of the committee or 
any member of the staff, I want to say that the chairman took steps 
to run down that rumor immediately, and it is true that Mr. Nairn 
has an office in downtown Washington, and that his landlord is one 
Mr. Jenkins, whom I do not know and who I understand does have 
some interest as counsel for Interhandel, but there are 4 or 5 other 
lawyers who sublease on the same basis and use a common secretary, 
and that is the only interest. 

I want to make the record now, where all the world can see, so 
that there will be no reflection whatsoever on Mr. Nairn. I want to 
say that the chairman of this committee has absolute confidence in 
his complete integrity and his impeccability. 

One or two other things perhaps I should say. As a result of our 
explorations of the Trading With the Enemy Act, we did recommend 
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some legislation which has been passed by the Senate, notably, that 
which deals with debt claims and also property that was within the 
possession and ownership of people who had the status of refugees, 
who may have died intestate or without heirs, where the property 
would naturally escheat to the Government in question wherever they 
resided. 

A bill recently passed, now pending in the House Committee on 
Interstate and Foreign Commerce, would make it possible for that 
property to come into the hands of welfare organizations that would 
be doing welfare work among that class of refugees. That bill was 
passed twice by the Senate before the 83d Congress, and was passed 
recently, and I trust that the House will take favorable action on it. 

There are a few things that I ought to clear for the record this 
morning. The first one is a letter from the Director of the Bureau 
of the Budget, Rowland Hughes. This letter is dated June 30, 1954, 
and I think I should read it into the record, because it is not unduly 
long. We have asked Mr. Hughes to appear if he so desires. So in 
lieu of that, he has sent this to be included in the record of the hearing, 

My Dear Senator Dirksen: This will acknowledge and thank you for your 
letter of June 24, 1954, inviting me or a representative of the Bureau of the Budget 
to appear at the hearings to be held on July 1 and 2 on 8, 3423, a bill to amend 
the Trading With the Enemy Act 

In confirmation of a conversation between your counsel and Bureau staff this 
morning, | wish to advise that we believe the Bureau could make no effective 
contribution to the hearings. Our only substantive assignments in this field 
were completed when, on June 28, 1954, the Bureau transmitted to the President 
of the Senate and the Speaker of the House proposed legislation which would 
amend, in certain respects, the War Claims Act of 1948. 

We wish also to acknowledge the request of the Committee dated May 14, 
asking for the Bureau’s views on S. 3423. As I have suggested above, the Bureau 
of the Budget is unable to express any definitive views with respect to this legisla- 
tion and believes that your subcommittee will wish to explore with representatives 
of the Departments of State and Justice the views and suggestions of the Secretary 
of State and the Attorney General as expressed in their reports fo the Committee 
on this proposed legislation. 

This next paragraph I think may be of very considerable interest, 


Insofar as budget policies are concerne 1, the Bureau would not object to legisla- 





tion authorizing a limited return, under appropriate safezus ards , of former enemy 
assets on a fair and equitable basis among the several cate zories of forr ner owners 
in order of their respective priority In expressing this general view, however 
the Bureau of the Budget is opposed to the use of appropriated funds to finance 
such a return and is of the view that it should be wholly financed from the liqui- 
dated proceeds of formar enemy assets which have not been paid or authorized 


be paid into the War Claims Fund. Finally, we believe that if a limited return is 
authorized, consideration should be given to the nezotiation of agreements with 
the former enemy governments to make pr vision for the settlement of the war 
claims of Americans against those governments. 
Sincerely, yours 
LOWLAND HuGHEs, 
Director, Bureau of the Budget 

I think there ought to be included also in the record a statement 
that came to my attention yesterday to indicate the general interest 
in this matter. It is undated, and I have asked that the date be 
supplied. It is a press release that was gotten out by the American 
Legion in their 35th National Convention, held in the city of St. 
Louis. This is an excerpt from the report of the convention on 
foreign relations. I quote: 

The American Legion by national convention action on the recommendation 
of the committee on foreign relations today urged the United States Government 
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to release several hundred millions of dollars in impounded West German assets 
which have been in the hands of the Alien Property Custodian for more than 8 
years 

This action by the American Legion was designed to have an impact on the 
Sunday election in West Germany—which was some time ago. Rogers Kelley of 
Edinburg, Tex., chairman of the foreign relations committee, pointed out that 
the action of the convention might contribute to the reelection of Chancellor 
Adenauer 

The foreign relations committee’s report said: 

“‘We urge that Congress by proper legislation return to German nationals, as 
has already been returned to Italian nationals, their properties seized and now in 
the hands of the Custodian of Alien Property.”’ 

Chairman Kelley pointed out that West German property still impounded not 
only includes the assets of the ang ae dye trust but also such items as $10,000 
Government national service life insurance payments in cases of combat deaths 
of American soldiers who had sean next of kin in Western Germany as bene- 
ficiaries of their policies. 

Those, then, will be included in the record. 

Before we proceed any further, I shall ask Senator Hendrickson 
whether he has any preliminary comments to make, after which we will 
ask Colonel Townsend, the Assistant Attorney General in C harge of 
Alien Property, to testify. I see Representative Katharine St. George 
of the House here, who introduced a companion bill in the House of 
Representatives, and she may want to be heard briefly. Then I 
understand that Mr. Harry Derby, of New Jersey, is anxious to 
return to New Jersey, and if the testimony is not too long, it will be 
the disposition of the Chair to try to accommodate people who are 
here from out of town so there will be no undue inconvenience. 

Senator, have you anything, then, that you would like to say? 

Senator Henpricxson. Mr. Chairman, the only comment I have 
to make is this: I understand that this hearing has been called to 
treat primarily with S. 3423. 

Senator Dirksen. That is right. 

Senator Henprickson. Because that is so, I hope we will not 
ignore the subject matter of S. 2477, which is the Hendrickson-Smith 
bill, in which the chairman joined as a sponsor. 

Senator Dirksen. That is right. May I assure the Senator from 
New Jersey now that there will be no such restrictive limit on these 
hearings, and we will be delighted indeed to include that within the 
discussion that will take place. 

Senator Henpricxson. I thank the chairman. 

I have no other comment at this time. 

Senator Dirksen. Colonel Townsend, do you mind if Representa- 
tive St. George testifies very briefly, and then inserts a statement in 
the hearings? 

Mr. Townsenpb. Certainly not, Mr. Chairman. I would be 
delighted to hear her. 

Senator Dirksen. Then our first witness will be Representative 
Katharine St. George, a Representative, and a distinguished Repre- 
sentative, from the State of New York. 
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STATEMENT OF THE HONORABLE KATHARINE ST. GEORGE, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF NEW 
YORK 


Representative St. Grorcr. Thank you, Mr. Chairman. 

As you have already stated and as the committee knows, I have 
introduced a companion bill (H. R. 9076) which is identical to your 
bill in the House. This bill is before the House Committee on 
Interstate and Foreign Commerce. 

In going into this matter, what I would like to stress particularly is 
that historically our country has never approved the confiscation of 
enemy property. I was interested to see that as far back as the 
Revolutionary period our country, then a very poor one, paid back 
the British for damage and for confiscation during that war, the war 
of the Revolution. 

We go on through and we see that all the great judicial opinions 
have alw: ays been contrary to this theory of confiscation. 

In 1945, for the very first time, this country changed this general 
policy and went over to the theory that enemy property was, per se, 
open to confiscation and permanent confiscation. 

I, of course, personally disapprove of it. I think it is completely 
un-American. 

While there may be some technical difficulties, and I know that you, 
Mr. Chairman, have been confronted with those, as have 1—it has 
been said that now so much of this money has already been expended 
for our veterans and for war claims that it would be like unscrambling 
eggs—I think that is a very poor argument and not a very forthright 
or truthful one. I can see no reason why the Treasury of the United 
States cannot, if necessary, appropriate funds. Certainly we cannot 
take any funds which have been used for war claims back again, and 
that is not our intention. They should never have been used in that 
way. 

Incidentally, the particular measure which was passed in 1945 could 
never have been passed had it not been for the fact that there was a 
sentimental appeal in giving this money for war claims and for the 
veterans. 

As I have said before, the historical background is very conclusive. 
We have the opinion of our Alexander Hamilton, we have the opinion 
of John Marshall, we have the more modern opinions of Justice Hughes 
and Justice Brandeis, I believe, and also Mr. Cordell Hull—all in op- 
position to this theory. 

I have two statements here, Mr. Chairman, that I would like to 
incorporate in the record at this time, if I might, that explain my posi- 
tion and also that express what is in the bill that I have introduced 
which, as I said before, is identical with your bill, and I trust that this 
measure may pass soon. I think it will do more for good relations 
between ourselves, not only with enemies or enemies of the past, but 
also with our friends. I think it will restore confidence in the Ameri- 
can philosophy and in the American ideal which we were switched 
away from through perhaps sentimental thinking and through a great 
deal of pressure, because this bill was introduc ‘ed in 1942, 1943, 1944, 
and finally passed 1 in 1945. It was repudiated by President Roosevelt 
and President Truman, and only when it was tied to the relief of our 
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war prisoners and our veterans was it able to pass the House and 
Senate. 

I think that wasa mistake. I think it showed a little fuzzy thinking 
that we probably can be forgiven for at that particular time of stress. 

[ thank you again, Mr. Chairman, for this opportunity of appearing 
before your very distinguished subcommittee, and I want particu- 
larly to thank you for having introduced this bill in the Senate, and 
I sincerely hope you will succeed in getting it passed at this session. 

Senator DirksEN. Mrs. St. George, we are grateful to you for taking 
time from your very busy existence in the House to come and give 
us your testimony. Your statement will be included as a part of 
your remarks 

Are there any questions? 

Senator Henprickson. I have no questions, Mr. Chairman. 

Senator Dirksen. Thank you, Mrs. St. George 

The statements submitted by Representative St. George follow:) 


PRECEDENT AND PRINCIPLE FOR RETURNING ENEMY (ALIEN) PROPERTY 


The laws and manners of modern nations protect the safety and freedom of 
vanquished soldier; and the peaceful citizen has seldom reason to complain 


th even his fortune is exposed to the rage of war * * ”? (Edward 
Gibbon, Decline and Fall of the Roman Empire 
\fter having reviewed the historical policy relating to the return of alien prop- 
erty, I feel that we are obligated to pass this bill amending the Trading With the 
Enemy Act Not only has it been the precedent to return alien property but also 
the most ethical and moral procedure Throughout the history of the world and 
the United States there was always protection for the rights and properties of 
aliens There is no precedent for confiscating alien property and in taking this 
course in 1945 the United States violated all moral principles for the protection 
) ividual rights and property, established in the past 
The | tor of protection of alien property goes back to the ancient laws, how- 
ever, it was first stated in Anglo-Saxon laws in the Magna Carta. Then in the 
16th century it was commonly stipulated in treaties of commerce that a period of 
t was allowed to subjects of the contracting parties, during which time the 
ne resident within the territories of the other should be allowed to 
withdraw themselves and their goods and effects from the enemy’s country 
From the inception of our history as a Nation it has been a tradition to regard 
private property of citize of enemy states as immune from confiscation 
In article 20 of the Articles of Confederation, for the purpose of promoting com- 
vas an agree! t that all alien property would be protected in the 
event of a war between nations. Sir the Articles of Confederation we have 
any examples of this doctrins 1) It was established in the Jay Treaty that: 
Neither debts due from individuals of the one nation to individuals of the other 
ioneys, which they may have in the public funds, or in the public 
rr private banks, shall ever in any event of war or national differences be se- 
er lo onfisea v.. 
The reason for this stipulation was because it was considered and may I add 
considered, that it is ‘‘unjust and impolitie that debts and engagements con 


tracted and made by individuals, having confidence in each other and in their 

respective governments, should ever be destroyed or impaired by national au- 

thority on account of national differences and discontent.”’ 

2) After the Jay Treaty, Chief Justice Marshall made this policy clear in the 

ease, United States v. Percheman 

3) John Bassette Moore followed this policy in his Digest of International 

Law as did Kent in his Commentaries (I, 3, 65) and Vattel in the Law of Nations. 
t) In numerous Supreme Court cases we see the policy of nonconfiscation 
tallizing: Justice Cardozo in Techt v. Hughes, Brown v. United States, Wolff 
Ori ” Daimler Co. v. Continental Tire & Rubber Co.. Fried Krupp A. G. v. 


5) In 1914 a rule was firmly established that private property within the 
jurisdiction belonging to citizens of the enemy State is inviolable. This rule was 
an evolution of centuries 
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(6) Secretary of State Hughes in his address at Philadelphia November 23, 
1923 (the American Journal of International Law), vol. XVIII, 1924, p. 531 
said: 

“A confiscatory policy strikes not at the interests of particular individuals but 
at the foundations of international intercourse * * * rights acquired under its 
laws by citizens of another state. (A state) is under an international obligation 
appropriately to recognize. It is the policy of the United States to support these 
fundamental principles.” 

(7) Secretary Hull on May 27, 1935 said (American Journal of International 
Law, vol. 37, January 43, p. 94 

“Such action would not be in keeping with international practice and would 
undoubtedly subject this Government to severe criticism.”’ 

8) In the settlement of the War Claims Act there was definite recognition of the 
policy of nonconfiscation. 

9) In the report of the Committee on Finance (70th sess., Senate Rept. No 
273), it was stated that Congress not only had refused to exercise the power of 
confiseation but had clearly by legislation asserted its policy to be the very con- 
trary of confiscation. 

10) In the case of Cummings v. Deutsche Bank & Disconto Gesellshaft (300 
U.S. 115, 578. C. 359), an interesting example of this policy is cited. 

“Legislative history and terms of measures passed in relation to alien enemy 
property clearly discloses that from the beginning Congress intended after the 
war justly to deal with former owners and, by restitution or compensation in whol 
or part, to ameliorate hardships falling upon them as a result of the seizure of their 
property 








11 A final example of the policy of noneonfiscation of alier property Is seet 
in articles 46 and 47 of the Regulations Respecting the Laws and Customs of War 


on Land These are by no means the only examples of this policy. 
There are numberous treaties in United States history that have protected the 
individuel property rights of aliens rreaties have been made with the following 


countries pertaining to this 


France Netherlands Sweden 
Prussia Great Britain Spain 
Algiers Central America Brazil 
Mexico Morocco Venezuela 
Keuador Guatemala Salvador 
(Argentina Italy Paraguay 
Costa Rica Haiti Nicaragua 
Honduras San Domingo 


These treaties relate to the right of enemy aliens to withdraw with their propert; 
after wer has begun between the United Stetes and other contracting powers | 
a considerable proportion of the treaties it was provided that all enemy aliens 
might remain in the country and continue their business as usual in times of war 
so long as they observed the laws of the country, or in other words rendered to 
+} 


ie local sovereign that temporary allegiance to which he was entitled. 





[ spoke Dt fore about 





Ss matter Return of 
property will firmly place the United States on record as an adherent to the 
principles of the integrity of private property, thus supporting an elemental rule 
of public and private morality 


Senator Seott Lueas testilving before the Senate Committee on the Judic lary, 


the morality issue at stake in tl 


said: 

‘With the end of hostilities and the opportunity for objective analysis, there 
comes a time when a decent respect for our obligations to our citizens and t! 
discharge of our moral obligations to those who were not our enemies require 
corrective and remedial action on our part.” 

In concluding I want to quote from Alexander Hamilton’s comments on the 
Jay Treaty. In this comment Hamilton sums up the views toward this policy 
that have been traced through the history of the United States 

‘No power or language at my command can express the abhorrence I feel at 
the idea of violating the property of individuals, which, in an authorized inter 
course, in times of peace, had been confided to the faith of our Government and 


laws, on account of controversies between nation and nation In my view, every 






moral and every political sentiment unite to consign it to execration.’ 
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Tue ReturN or Enemy (ALIEN) Property WILL STRENGTHEN POLITICAL AND 
Economic Tres WirH WESTERN GERMANY AND JAPAN 


“In darkness lives the people which knows its annals not.” 

Since the end of actual war with Germany and to June 30, 1951, this Govern- 
ment has poured $3,251,829.178 to rebuild and rehabilitate Germany, and build 
good will in that country in line with our recognition that Germany must be 
made an ally and bulwark against Soviet Russia. 

Now we are carrying on a policy of confiscation of private property belonging to 
citizens of Germany and Japan. This never-before-adopted policy in the United 
States has succeeded in alienating more real sound German, Japanese, and Ameri- 
can citizens of those descents, than any other act performed by our Government. 
We have been giving with the right hand and taking with the left. By our action 
we may have created more ill will than good will created by the giving of billions. 

By returning all this seized property we would create in the minds of Germans 
Japanese, and American citizens, knowledge of the fact that we are sincere in our 
desire to rehabilitate them and place them on our side in this world conflict against 
communism 

Donald C. Cook in his testimony before the Senate Committee on the Judiciary 
said: 

‘It seems to me that there is a much more basic question which first ought to be 
explored and that is the question of why it is that for several years now we have 
been carrying on a policy in one arm of the Government of vesting property, of 
confiscating property, while other branches of the Government were rebuilding 
Germany 

“‘Now, I felt for a long time that that policy was one which made absolutely no 
sense at all. Asa matter of fact, I think the great tragedy of the 20th century has 
been that the United States has been involved in 2 wars against Germany. I think 
probably the greatest hope at the present time is that Germany will become one 
of our allies and will be the bulwark in Western Europe.’ (It was completely 


inconsistent for the United States to retain German and Japanese property while 
expending large sums to build a strong Western Germany and Japan as bulwarks 
against further Communist aggression 


‘Returning private property would be a very small price to pay for an enormous 
amount of good will which this country could get in Germany and it will be 
consistent with the overall policy which this country is now following in rebuilding 
Germany.” 

The return of private property of German and Japanese nationals will aid in 
implementing the present foreign policy of the United States Government toward 
Western Germany and Japan. Germany no longer is our enemy but is our ally. 
As I have said before, we have helped her amazing rehabilitation by aiding her 
with billions of dollars. We have tried to rebuild her economy and transform it 
into a constituent part of the Western European community. But as Chancelor 
Andenauer has said (New York Times, Mar. 8, 1954): 

“The destruction of the principles of private property has increased the danger 
of Communism in Germany and has shaken the confidence in the principles of the 
Western World.’”’ Mr. Adenauer goes on further to say that: 

“Any just solution of this question will strengthen the confidence of the German 
people in the principles of the free world, will make fast the friendship between the 
American and German peoples and will relieve the German Government of a 
great Worry. 

“The return of the confiscated property to its former owners would prove to all 
Germans and particularly the tens of thousands of victims of confiscation, that 
the governments of the Western World, even after a war, observe the principles 
on which international law and democracy are based.” 

Many countries have already observed this principle of international law. 
Brazil, Chile, and Argentina have agreed to return all German private property 
which they sequestered during World War II. Ludwig Erhard, Germany’s 
Minister of Economics was promised by Peru the return of $50 million in German 
property seized during the war. America has returned Italian private property. 

This shows that the passions of war and the unscrupulous pursuit of easy 
money by the political percentage men have not deprived us permanently of the 
standards of justice which should govern impartially in war or in peace. 

[ have already mentioned that this legislation will stregthen economic ties. 
The return of private property of German and Japanese nationals will foster the 
development of trade between the United States and Western Germany and 
between the United States and Japan, and will assist in the growth of markets in 
these two countries for American producers. 
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It is evident that nothing can aid in the improvement of world economies and 
political conditions to a greater extent than the development of effective programs 
by our Government to assist friendly governments to help themselves. This can 
be accomplished only by the encouragement of the free interchange of goods and 
services between the United States and the countries of Western Europe and Japan. 

John Dickinson says in his article, ““Knemy-owned Property: Restitution or 
Confiscation?” (1948, Foreign Affairs, vol. 22, pp. 126, 140, 141): 

“If confiscation should be persisted in, it could have only the character of a 
punitive and retributory measure against industrial concerns and their owners. 
Such a measure of retribution and punishment would undoubtedly have a strong 
disturbing and deterrent effect on the establishment of the normal and healthy 
trade relations which it will be the purpose of the settlement to bring about in 
the postwar world.” 

In addition to this, the release of the German and Japanese dollar assets would 
greatly assist Japan and Western Germany to remove their trade imbalances 
with the United States and the rest of the dollar area, and then, foster greater 
purchases of American goods. In 1952, West German money payable in dollars 
and other freely convertible currencies were $357 million in excess of West German 
goods sold against these currencies. 

It should be noted here, before concluding that the new Germany has made a 
wonderful revival and by the London Debts Agreement has undertaken to settle 
her prewar and postwar debts, thereby showing a clear intention to live up to her 
treaty obligations and to respect private property. 

As Senator Wiley said (vol. 129, Congressional Record, July 13, 1953, 83d 
Cong.): 

‘“‘We are getting more money back from Germany than we have received from 
any other nation to whom we have made loans.”’ 

I think that the significance of this legislation is clearly evident. It would 
constitute a gesture of friendship and would ease the economic problems of the 
German and Japanese people. 

Senator Butler (Congressional Record, July 3, 1952, p. 9180) in referring to a 
predecessor bill said: 

“The benefits of this legislation, if enacted, would reach into homes in every 
part of Germany and build more good will for the United States than any other 
step we could possibly take. I hope it may be passed as an indication of our new 
relationship with Germany and as proof of the friendship of the United States 
toward the German people.”’ 

What amounts to confiscation has taken place. Now we have opportunity to 
show the free world, our allies in the fight against communism, that we are 
always ready to ameliorate our actions in keeping with the best American tradi- 
tions of justice. 


Senator Dirksen. We will now hear from Col. Dallas Townsend, 
Assistant Attorney General and Director of the Office of Alien Property 
in the Department of Justice. 


STATEMENT OF DALLAS S. TOWNSEND, ASSISTANT ATTORNEY 
GENERAL; DIRECTOR, OFFICE OF ALIEN PROPERTY, DEPART- 
MENT OF JUSTICE, WASHINGTON, D. C. 


Senator DirksEeN. Colonel Townsend, you have a prepared state- 
ment to submit. Would you care to read your statement? 

Mr. TownseEnp. I should like to read it and interpolate at various 
points. 

Senator Dirksen. Colonel, you may proceed, 

Mr. Townsend. Thank you, Mr. Chairman. 

Senator Henprickson. | might add to the Chair’s introduction, a 
very distinguished son of New Jersey. 

Senator Dirksen. Indeed so. 

Mr. TownsEeNb. Thank you for the compliment. 

Mr. Chairman and gentlemen of the committee: 
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I am here, as you know, pursuant to your invitation to testify 
concerning this bill, S. 3423, ““To amend the Trading With the Enemy 
Act.” 

This bill would direct the return of all property, or its proceeds, 
vested under the Trading With the Enemy Act after December 7, 
1941, except the property of enemy governments, of persons convicted 
of war crimes by Allied or German tribunals, and of persons and 
firms in Communist countries and Communist-dominated areas. 

After giving careful thought to this bill, the Department of Justice 
has come to the conclusion that it should not be enacted into law. 

Let me refer first to antecedent circumstances. By the War Claims 
Act of 1948, Congress in general prohibited the return of vested 
German and Japanese assets and dedicated them to the payment of 
war claims of Americans arising out of World War II. This action 
contrasted with the ultimate disposition of vested German assets 
after World War I. In the years immediately following that war, 
the United States held those assets under the Knox-Porter Resolu- 
tion of July 2, 1921 (42 Stat. 105), in which Congress directed that 
the vested German property was to be retained as security for Ger- 
many’s obligation to pay the war damage claims of the United States 
and its nationals. This resolution became a part of the Treaty of 
Berlin of August 25, 1921 (42 Stat. 1939), ending the war between 
the United States and Germany. 

In August 1922 the United States and Germany entered into an 
agreement (42 Stat. 2200), which created the Mixed Claims Commis- 
sion, United States and Germany, to adjudicate the claims of the 
United States and its nationals against Germany. This agreement 
provided no funds for the satisfaction of awards made by the Com- 
mission 

On March 4, 1923, Congress passed the Winslow Act (42 Stat. 1511), 
which authorized the return of vested property up to $10,000 in value 
to all former owners of such property. It was assumed at the time 
that the property remaining would be sufficient to pay the Mixed 
Claims Commission awards to Americans. . 

The Settlement of War Claims Act of 1928 (45 Stat. 254) provided 
for the return of 80 percent of the vested property still held by the 
Alien Property Custodian after application of the Winslow Act. The 
return of the remaining 20 percent was postponed. The Settlement 
of War Claims Act further provided for the payment of Mixed Claims 
Commission awards mainly from this 20 percent of German property 
temporarily withheld and from the payments by Germany to the 
United States under the Dawes plan, which had scaled down Ger- 
many’s reparation obligations after World War I. As it turned out, 
the financing scheme devised by the Settlement of War Claims Act 
was far from adequate to satisfy the Mixed Claims Commission 


awards. As a result, the United States and Germany entered into 
an agreement known as the Debt Refunding Agreement of 1930 (46 
Stat. 500). By its terms the United States, in lieu of reparations 


payments, accepted Germany’s unsecured obligation to make 103 
semiannual payments of 40,800,000 reichsmarks each. It was under- 
stood that in this way sufficient funds would be available over the 
years to satisfy the Mixed Claims Commission awards. However, 
Germany paid only three semiannual payments and defaulted in 1931. 
In 1934 Congress, by the Harrison resolution, stopped further returns 
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to Germans under the Settlement of War Claims Act. The 20 percent 
of withheld property has never been returned. 

Thus the result of the World War I alien property program was 
the return of the great bulk of vested German property and the failure 
of Germany to satisfy American war claims. I might state, however, 
that the United States and West Germany entered into an agreement 
effective last year whereby the latter bound itself to pay a total of 
$97,500,000 in installments to satisfy unpaid Mixed Claims Commis- 
sion awards held by United States nationals. The installments are 
to run over a period of 26 years. No provision was made for payment 
of the awards held by the U nited States Government. 

This history of Germany’s default on its war claims obligations after 
obtaining release from the United States of the agreed security was, 
of course, in the minds of many Americans after the World War I] 
vesting program was instituted in the spring of 1942. Consequently, 
recommendations were made in Congress and elsewhere from time to 
time that vested enemy assets be retained by the United States to 
mitigate the cost of the war or that they be used to compensate Ameri- 
cans for war damage claims. In November 1943, Congressman Gear- 
hart of California introduced a bill, H. R. 3672. 78th Congress, which 
would have expressly barred the return of vested property to former 
enemy owners and would have made it the exc nae property of the 
United States to be used for indemni ifving Americans for war damage 


to their persons or property. The bill also would hi ave declared it to 
be the policy of the United States to require enemy nations to com- 
pensate their nationals for property seized by this country. In June 


1944, a bill, S. 2038, 78th Congress, was introduced on behalf of Senator 
Carter Glass of Virginia which provided that vested enemy assets 
would become the absolute property of the United States and that 
the United States would assume liability for the payment of war 
claims of American nationals. 

On November 13, 1944, a Subcommittee on War Mobilization of 
the Senate Committee on Military Affairs recommended that “seized 
enemy property, excluding patents, be disposed of and the proceeds 
of sale revert to the general Treasury to meet part of our war costs.” 
That is from Subcommittee on War Mobilization, report No. 4, part I, 
78th Congress, 2d session, page 13. 

On June 4, 1945, Representative Gearhart again introduced his 
bill, H. R. 3371, 79th Congress. His remarks on the floor of the 
House in support of the bill were approved by Representatives Beck- 
worth of Texas, Cunningham of Iowa, and Rich of Pennsylvania 
(91 Congressional Record 5623). 

Mr. Bernard Baruch on June 2, 1945, testified as follows before the 
Senate Military Affairs Committee—this is from hearings pursuant 
to S. Res. 107, 78th Congress, and S. Res. 146, 79th Congress, part I, 
at page 7: 

Enemy assets in each country should be used to make restitution to nationals 
of that country for properties lost or damaged in enemy countries. In the United 
States the value of German properties taken over by Congress would be pooled 
and from this fund Americans with property in Germany or her satellites would 
receive restitution. Anything left after these claims are met would be turned 
into a common pool to pay for necessary German imports, with the balance 
going as reparations. * * * 

Secretary of State James F. Byrnes on November 20, 1945, wrote 
to Congressman Beckworth of Texas that the Department of State 
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supported the policy embodied in House Joint Resolution 178 intro- 
duced by Congressman Beckworth, “that assets of Germany and 
Japan in this country should be used by the United States for its 
purposes in connection with claims arising from the war.” (Con- 
gressional Record Appendix 5031.) 

The house of delegates of the American Bar Association on December 
20, 1945, adopted the recommendation of the association’s committee 
on adjudication of war claims that Congress create a commission to 
study the war damage claims of United States nationals. That is 
from the New York Times, Dece — rr 21, 1945, page 13. The chair- 
man of the committee was Amos J. Peaslee, now the United States 
Ambassador to Australia, and whose partner I see in the room today. 
The committee’s report included a recommendation that 
enemy property within the jurisdiction of the United States should be held and 
if necessary, applied to secure the payment of all just claims of this war and any 
unpaid claims of the last war 
from the hearings on Enemy Property Commission before the House 
Interstate and Foreign Commerce Committee, March 20-21 and 
April 21, 1947, pages 463, 476-480. 

At the end of 1945, the United States and 17 Allied nations, other 
than Russia and Poland, entered into the Paris Reparation Agree- 
ment whereby the signatories determined the ratios in which they 
would share the limited German assets in kind available to them as 
reparations, including German external assets located within their 
respective countries. The signatories agreed to hold or dispose of 
these German external assets under their control in such a way as 
to preclude the return thereof to German ownership or control. The 
decision to exact limited reparations of assets in kind was, of course, 
the result of the failure of the post-World War I attempt to obtain 
sizable reparations from Germany by means of installments of money 
payments. 

During 1946 and 1947, several bills were introduced in Congress 
iooking to the use of vested assets for the compensation of war damage 
claimants. After hearings on various of these bills disclosed strong 
support by veterans’ organizations and organizations of American 
ee harmed during the war, Congress enacted the War Claims 
Act of 1948, which implemented the policy of retaining vested German 
and Japanese assets for war claims purposes. That policy was sub- 
sequently recognized in the Japanese Peace Treaty and was carried 
one step further in the Bonn Convention of 1952 between West 
Germany and the United States, Britain, and France. In that con- 
vention West Germany agreed to compensate its own nationals for 
their loss of property through the vesting action of the three Allied 
Powers. 

Having regard to this legislative history, it seems it is fair to say 
that the police: y enacted by the Congress in 1948 was neither hastily 
adopted nor ill-considered. It had its roots in the post-World War I 
experience of this country and in the need to provide for the relief of 
Americans who suffered injury at the hands of the enemy. 

Aside from the reversal of the general policy embodied in this bill, 
the bill seems to us to be open to objection upon other grounds. 
First, it would require substantial appropriations to finance the returns 
contemplated by its provisions. Two hundred and ten million dollars 
of vested assets has already been transferred to the War Claims Fund 





ee eee 
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for use in paying compensation under the War Claims Act and another 
$15 million is transferable upon demand under Public Law 211, 83d 
Congress, approved August 7, 1953. All but a relatively small portion 
of the funds thus used for the payment of war claims would have to be 
replaced by congressional appropriation. Under the Bonn Conven- 
tion, Germany agreed to compensate its nationals in lieu of the return 
of their vested property. ‘The effect of this bill, therefore, is to shift 
the burden of war claims payments from the German taxpayer to the 
American taxpayer. 

Another aspect of S. 3423, which I believe to be particularly subject 
to criticism, is its leealeah ‘of the great increase in value of much of 
the vested property after the date of vesting. The outstanding 
example is the case of Schering Corp., which had a net worth of only 
$1,300,000 when the Alien Property Custodian vested all the out- 
standing shares of its stock in 1942 as the property of the German 
corporation, Schering A. G., a leading chemical and drug firm. The 
vested stock was sold by the Attorney General at public ‘sale for over 
$29,000,000. The great increase in the value of this enterprise was 
the result of the development of research facilities and of other growth 
during and after the war. To pay the $29,000,000 to Schering A. G., 
as proposed by this bill, would bestow a tremendous gift on that 
German corporation at the expense of the United States Treasury. 
Furthermore, the gift would be derived in large part from the wartime 
expansion of the vested enterprise and would constitute a return of 
the fruits of war to an enemy concern which played a notorious part 
in the Nazi economic penetration of Latin and South America prior 
to and in the early part of World War II. 

I may interpolate at this point, in passing, that the Attorney 
General is now being sued by the Schering Corp. upon the ground 
that there was no valid reason for compelling them to offer their pat- 
ents, many of which have been developed since vesting, on a non- 
exclusive basis. The investing public apparently didn’t understand 
that, with the consequence that at the present time Schering shares 
on the New York Stock Exchange are selling at a price which would 
enable the German corporation, were the $29 million returned, to buy 
every share outstanding and have about $15 million left over. 

Another example of a great increase in value is to be found in 
General Aniline & Film Corp., more than 97 percent of whose outstand- 
ing shares were vested by the Alien Property Custodian. Its net worth 
since vesting has increased from $35 million or less, to around $90 
million. 

Senator Henpricxson. May I interrupt the Colonel? 

Colonel, is that the largest vesting you have? 

Mr. Townsenp. Oh, yes. That is by far the largest. That has a 
gross value, it is estimated, of around 135 or 140 million dollars; but 
against that you have to charge off the corporate debts of $35 million 
or something above that. I use these figures of net worth, and so on, 
with some hesitation because, as we all know, the value of a corpora- 
tion’s shares go up and down like a thermometer. These are about 
the best I can get. It must be understood, of course, that they are 
not in dollars. They are in plants and equipment and good will, and 
things like that. That is the best estimate we have. 

Senator Henpricxson. Thank you. 
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Mr. Townsenp. This increase, that is to say, the increase fro n $35 
million to $90 million, is attributable in large part to the war and to 
the firm’s emergence as an independent enterprise no longer under 
the domination of its prewar parent, I. G. Farben. 

A third example is the case of the Henke! soap manufacturing firm 
of Dusseldorf, Germany. A portfolio of “blue chip’? American securi- 
ties of this firm had a value of $4 million at the date of vesting. Today 
these securities, with the income therefrom, are worth three times that 
amount 

In all, income and appreciation of value have added well over $150 
million, estimated, of course, to the total worth of the property taken 
over during the vesting progr: im. 

| might give, in passing, some other illustrations of these incre- 
ments, again using the best figures I can give the committee, without 
of course any absolute assurance that if the property were immedi- 
ately sold they would bring these values 

Here is one, the Spur Distributing Co. That had a value at time 
of vesting of $986,000; and it is now apparently about $3,348,000. 

The Rohm & Haas Co. is a better Dlusta ‘ation, because those shares 
do have an absolutely liquid market. The value at the time of 
vesting was four-million-six-hundred-twenty-thousand-odd dollars; 
and it has a market value of upwards of $14,700,000. 

The North American Rayon Corp. is another one—from $8,600,000 
to twelve-million-seven-hundred-thousand-odd dollars. 

Kk. Leitz, Inc., is another one—$175,000 to $787,000. 

Then there is Kalio, Inc., a rather complicated thing because it 

holding company and doesn’t suggest the name of the enterprise 
it all rom. $363,000 to $4,776,000 

There, oddly enough, if you returned to the record owner, you 
would return to a small Swiss bank which never put a france into the 
property, never was committed to put a france into it and bought it 
on a contingent agreement to be paid for out of proceeds. The value 
of the property has gone from the option price at the time of about 
$100,000—475,000 Swiss francs—to upwards of almost $5 million. 

Another illustration is Buffalo Electro-Chemical Corp., from $920,000 
to around $4,800,000. 

American Bosch Corp. is another one, from four-million-odd dol- 
lars to seven-million-odd dollars. And so on. 

| give these as a few illustrations of the windfalls that would accrue 
if you made an absolute return of the property itself or the proceeds, 
whichever form it might be in. 

It is obvious that a large part of this sum that I have mentioned, 
this $150 million increment, is attributable to the effect of the war 
and to the postwar rise in values. It would seem to be objectionable 
to hand over to enemy nationals a bonus arising from a war brought 
on certainly in part by their governments. 

The national-interest proviso of the bill, beginning at line 9, page 
3, is obviously intended to apply to General Aniline & Film ‘Corp. 
Prior to vesting, this important enterprise was cloaked, the Govern- 
ment alleges, on behalf of I. G. Farben by a Swiss holding company 
known as I. G. Chemie. The Swiss company, of course, denies that, 
and has filed a suit under section 9 (a) of the Trading With the Enemy 
Act for the return of the vested General Aniline & Film stock. The 
District Court for the District of Columbia recently issued an order 
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dismissing the suit. This order has been appealed. If the Govern- 
ment ultimately prevails in the suit, or if the Congress should enact 
S. 2171, to which the distinguished Senator from New Jersey has just 
referred, the Government will be able to sell the vested General 
Aniline & Film stock under conditions which will insure that the 
control of the enterprise will not again fall into the hands of I. G. 
Farben or of any other foreign interests. This bill would take the 
power of sale of General Aniline & Film away from the United States 
for 1 year and permit I. G. Chemie to sell the company within that 
period, and in the meantime would give I. G. Chemie complete power 
over the company. I say “1 year’ on the assumption that the 
President would declare it to be in the national interest that it be 
retained in present ownership. 

Senator Henprickson. To which bill are you referring, just to keep 
the record straight? 

Mr. Townsenp. I am talking about S. 3423. 

Senator Henprickson. Right. 

Mr. TownsENb. Senator, if you are referring to S. 2171, that would 
authorize the sale of the property to American interests. 

Senator Henprickson. | understood that, but I did not know how 
it would appear in the record. 

Mr. TownseNb. Perhaps I was a bit ambiguous on that. I am 
SOIry. 

This bill, I was saying, would take the power of sale of General 
Aniline & Film away from the United States for 1 year and permit 
I. G. Chemie to sell the company within that period, and in the mean- 
time would give I. G. Chemie complete power over the company. 
Although the bill provides that the sale would have to be made to 
“citizens of the United States” it contains no safeguards to prevent the 
sale to “cloaks’’ for foreign interests. Furthermore, it contains no 
provisions to insure that General Aniline & Film, even if sold to bona 
fide American interests, would not eventually return to the hands of 
the German interests which controlled it before the war. 

The bill provides for the return of patents notwithstanding the fact 
that the United States adopted the policy in 1942 of making enemy 
patents freely available for their life to American industry. This 
program was widely publicized, and a great number of patents have 
been licensed on a revocable, nonexclusive, royalty-free basis. ‘To 
return these patents would seem to be a breach of faith with the 
American licensees and would undoubtedly jeopardize investments 
made in developing and exploiting the patents. 

The return of vested enemy interests in patent licensing contracts 
would bestow two types of benefits on former owners which cannot 
be justified in any way. First, the Office of Alien Property has col- 
lected money from American licensees under agreements which were 
violative of the United States antitrust laws, even though the German 
party could not have enforced the collection. These collections were 
effected because the Government did not suffer the disability of the 
enemy party. It would be clearly inequitable now to enrich that party 
with the proceeds of such agreements. In other words, you would be 
returning to Germans money which they could not have received 
under these licensing agreements if they had never been vested at all. 
Second, certain of the licensing agreements covered patents and proc- 
esses used in war production with the result that substantial sums 
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were received by the Office of Alien Property in connection with such 
production. In returning vested patent contract interests to non- 
enemies, the Office of Alien Property deducts the royalties received 
from war production and turns them over to the Treasury. It would 
be anomalous, indeed, to treat enemies better than allies and neutrals. 

I wish to point out that S. 3423 in effect would establish a preference 
in favor of German nationals as against American persons and firms 
who suffered property losses in Germany or property losses elsewhere 
as a result of German action. There 1s no relief in sight for these 
American nationals. Their only hope appears to be the slight hope 
of compensation under a final peace treaty with Germany, when and 
if such a treaty is accomplished. Their status contrasts markedly 
with the status this bill would grant the German owners of vested 
property. The latter would generally be made whole again. Further- 
more, many of them, as I have pointed out, would be placed in a 
better position than they were in prior to vesting. This bill, by its 
benefit of German nationals and its manifestation of a complete dis- 
regard for the losses of American nationals, would make it virtually 
certain that the Americans will never obtain compensation. 

[It is my understanding that S. 3423 is based in large part on the 
recommendation for return set forth in the final report of this sub- 
committee on its examination and review of the administration of 
the Trading With the Enemy Act. One of the main reasons ad- 
vanced to support this recommendation was that return would 
enhance our relations with Germany and Japan. In this connection, 
however, it should be noted that a very substantial portion of the 
property vested as German-owned was in the hands of ‘record 
owners’? who were of American, Swiss, Dutch, and other nonenemy 
nationalities. Under this bill such property would be placed in the 
hands of these non-German “record owners,’’ who obviously may be 
in a position to keep it. It is certainly questionable, therefore, 
whether the disposition of a large part of the vested German assets 
in this manner would benefit our relations with Germany. I merely 
make that observation in passing, and of course express no opinion 
on it myself. 

There are numerous technical difficulties in the bill which I will 
not now take the time of this subcommittee to discuss. They are 
considered in the report of the Department of Justice already sent 
to the chairman of the committee. 

[ thank you, Mr. Chairman and members of the committee, for 
this opportunity to appear. 

Senator Dirksen. Colonel, may I say the report from the Depart- 
ment of Justice reached us this morning, and I presume you want it 
included as a part of your remarks. 

Mr. TowNnsENpD. Yes, sir. 

Senator Dirksen. All right, the report, in its entirety, will be 
inserted in the record at this point. 

Mr. Townsenp. Thank you, Mr. Chairman. I won’t go into it 
now, because many of the suggestions made there are purely tech- 
nical, like terminology and things of that kind, and I think it useless 
to take up the time of this hearing to go into them in detail. 

(The report of the Department of Justice follows:) 
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June 30, 1954. 
Hon. Wiii1aAm LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SEnaTOR: This is in response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. 3423) to amend the Trading With the 
Enemy Act. 

The bill would authorize the return of all property, or its proceeds, vested 
under the Trading With the Enemy Act after December 7, 1941, except the 
property of enemy governments, of persons and firms behind the Iron Curtain, 
and of persons convicted of war crimes by Allied occupation tribunals or by 
German denazification courts. Return would be made to the owner at the time 
of vesting, or to the legal representatives or successor of such owner. The record 
holding or title ownership as the case may be of (the vested) property at the 
time of vesting would be conclusive in determining the owner. In the event 
that a postvesting compromise of a claim to any property had taken place prior 
to enactment of the bill, return thereunder would be conditioned upon the 
claimant’s tender, without interest, of any amount he had received in compromise. 

In view of the fact that $210 million of vested assets has been used to pay the 
claims of American prisoners of war and other persons under the War Claims Act 
of 1948, as amended, the bill would authorize the appropriation from the Treasury 
of such sums as may be required to satisfy claims for return under its provisions. 
All funds remaining after administration of the Trading With the Enemy Act, 
as amended, would be paid into the Treasury. 

Persons who have already filed claims for return with the Office of Alien Prop- 
erty, Department of Justice, under existing legislation would not be required to 
file again. Other claimants would have a year within which to file. 

The bill would establish a three-member Vested Property Commission with a 
life of not more than 3 vears. In most cases where conflicting claims were filed 
with the Office of Alien Property the latter would be required to refer them to the 
Commission for decision and disposition. However, in every case where a claim 
was filed with the Office of Alien Property by April 30, 1949, and no conflicting 
claim was filed prior to December 31, 1953, the Office of Alien Property would be 
required to order the return of the property forthwith regardless of the existence 
of a conflicting claim filed after December 31, 1953. <A claimant aggrieved by a 
failure of the Office of Alien Property to order return forthwith could appeal to 
the Commission. 

Appeals from the decisions of the Office of Alien Property would be reviewed by 
the Commission. Claimants whose claims were not decided by the Office of Alien 
Property within 1 year from enactment of the bill, if already on file, or within 1 
year of filing after enactment, could appeal to the Commission. 

All decisions of the Office of Alien Property not appealed within 60 days from 
publication and all decisions of the Commission concerning returns would be final. 
However, claimants’ right to file or continue to prosecute an action for return under 
section 9 (a) of the Trading With the Enemy Act, as amended, would not be 
disturbed. 

The Commission would be required to estimate the total cost of the adminis- 
tration of vested assets from December 7, 1941, to the date of termination of ac- 
tivities of the Office of Alien Property under the bill. On the basis of this figure 
the Commission would fix a percentage of the value of the property subject to 
return which would be retained by the Office of Alien Property from the property 
of each returnee as reimbursement for the cost of administration. No return 
would be made under the bill unless the returnee filed a written consent to such 
retention. 

The bill provides that the President may find it in the national interest to re- 
quire any returnee to divest himself of returned property to citizens of the United 
States within 12 months from the date of return. decree of divestiture to such 
effect may be obtained from a Federal court. The decree may provide that upon 
failure of compliance by the returnee, the Attorney General may sell the property 
at public auction and remit the proceeds to the returnee. 

The Vested Property Commission would be charged with making a study of 
intercustodial conflicts between the United States and other nations in light of 
existing international agreements. The Commission would be required to report 
to Congress on this matter so that Congress could enact legislation adjusting any 
inequities suffered by other nations as the result of the return of vested enemy 
property by the United States. 
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This bill raises the following serious questions of policy: 

1. The enactment of this bill would reverse United States policy in regard to 
German and Japanese property vested under the Trading With the Enemy Act 
during World War II. That policy, as agreed to in the Paris Reparation Agree- 
ment with our Western Allies and in the Japanese Peace Treaty, contemplates 
that the United States retain this property as reparations against Germany and 
Japar Congress ratified the policy in passing the War Claims Act of 1948 
which provided that the aes should not be returned but that the proceeds 
of its liquidation should be devoted to the payment of war damage claims of 
Americans. $210 million of such proceeds has already been transferred to the 
Treasury for the payment of claims under the War Claims Act of 1948. 








2. it is significant that a large proportion of the more valuable properties—e. g 
General Aniline & Film Corp., with a book value of $90 million, and American 
Potash & Chemical Co. and Schering Corp., which were sold for approximately 
$15.500.000 and S829 million. respectivel was vested from record owners who 

cloa for Germans In most cases these cloaks were not of German 
national Since many of the agreements with respect to cloaking arrangements 
re inf il and were not reeorded, the original German owners may not be ina 
po on to obtain the propert) from the record owners who would benefit by the 
bill 

3. Aside from ai question of the true ownership of assets by record owners 
the bill would result in windfalls in many cases, arising out of substantial increases 
In the alue of the vested asset while in the hands of the Government An 
exami is Schering Corp When the Alien Property Custodian vested all its 
outstanding stock in 1942, Schering was a mere branch of its German parent with 
a net worth of only $1,300,000 During and after the war Schering developed 
research facilities and otherwise expanded its operations so that the Government 
realized re than $29 million when it sold its interest to American investors in 
1952. General Aniline & Film Corp., 97 pereent of whose outstanding stock was 
vested, affords another example of a great increase in value after vesting. Its 
et worth » of vest ig Was approximately $35 million, and its present 
net Wor ion Neither the former enemv owners of Scheri: g and of 
General! nor the cloaks from whom they were seized had anvthing to do 
with the | nal increase in their values, which was in substantial part duc 
to the ar i It would be anomalous indeed to give to an enemy or its cloak 
the fruits of a war vrought on by the enemy firm’s government. 


4. The second proviso on page 3 of the bill is obviously designed to apply to 
General Aniline & iilm Corp Before the war this corporation was cloaked on 
behalf of I. G. Farben, the leading German chemical cartel, by a Swiss corporation 
known as I. G. Chemie. The effect of the proviso would be to take the power of 
sale of General Aniline away from the United States for 1 year and give I. G 
Chemie that period within which to make the sale. Although the bill provides that 
the sale would have to be made to citizens of the United States it includes no 
safeguards to prevent the sale-'to American cloaks for foreign interests. Further- 
more, it contains no provisions to insure that this importnat enterprise, even if 
sold to bona fide American interests, would not eventually get back into the hands 
of the German interests which controlled it before the war to the detriment of 
the United States. 

5. Two hundred and ten million dollars of the proceeds of vested assets have 
been transferred by the Attorney General to the Treasury under the War Claims 
Act of 1948, as amended, for use in paying war claims of Americans against 
Germany and Japan. A total return of vested property would, of course, require 
an appropriation by Congress of $210 million to restore the sum so expended 
However, the bill provides that property seized from enemy governments or their 
subdivisions and from persons now behind the Iron Curtain should not be returned. 
Since it is estimated that the amount of this excepted property represents a 
relatively small percentage of the total, the bill probably would require appro- 
priations of not less than $175 million. 

In the Bonn Convention of 1952, signed by the United States, France and 
Britain on the one hand and by West Germany on the other, the latter agreed to 
the retention of German assets seized by the other signatories and to their use as 
reparations, Furthermore, West Germany undertook to compensate its nationals 
for the loss of these assets, which, in the case of the United States, have been 
dedicated by Congress to the payment of American war claims, This bill would 
remove the burden of compensating the former German owners from the shoulders 
of the German taxpayer and place it on the shoulders of the American taxpayer. 

In addition, the bill would burden United States taxpayers with payments 
resulting in benefit to certain Allied Governments, The United States has vested 
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at 


substantial amounts of property of German-owned firms domiciled within the 
jurisdiction of certain Allied countries which have also carried on programs of 
seizing German assets. In most cases where the United States seized property 
held in the name of a firm in such Allied country, that country itself has seized 
the German interest in the particular firm, Consequently, the release by the 
United States of vested assets to such firm pursuant to this bill would result in a 
benefit to the Allied country in question, 

In 1948 West Germany enacted an Equalization of War Burdens Act pursuant 
to which payments to the Government were required of persons and firms in 
amounts determined by the values of their total assets as of 1948. External 


assets of these persons and firms were not included in the valuation. Anv ex- 
ternal assets which they recover are subject to an obligation to pay 50 percent of 
the 1948 value thereof to the German Government hus, it may be anticipated 
that a substantial portion of the total value of the property which would be re- 
turned under this bill would eventually make its way into the German treasury 
rather than remain in the hands of the former owners This result contrasts with 


the prohibition in the bill against the return of vested property of the German and 
other enemy governments, 

6. The bill provides for the return of patents and proceeds thereof. In 1942 
the President in furtherance of the war effort directed the Alien Property Cus- 
todian to make vested patents readily and freely available forever to American 


industry. Early in the vesting program this policy was widely publicized and 
all vested patents with respeet to which no American rights would be prejudiced 
were offered for licensing on a revocable nonexclusive royalty-free basis. This 
bill completely disregards the entire history and policy of the patent program, 


the reltance placed upon this program by American industry and the investments 
it made in exploiting and developing many vested patents. To return these 
patents would jeopardize American interests. It is significant that even after 
[taly became our ecobelligerent and the vested property of its nationals was 
returned, patents were returned subject to existing licenses issued by the Cus- 
todian and his successor, the Office of Alien Property 

The Custodian and the Office of Alien Property have collected over the protests 
of American licensees considerable sums which accrued to enemy interests under 
agreements deemed violative of the antitrust laws. This was done on the theory 
that, although the enemy party or his assignee for value would not have been 
allowed to recover against the American party, the doctrine of in pari delicto did 
not apply to the Government and it did not suffer the disability of the enemy 
party. (See Standard Oil Company v. Markham, 57 F. Supp. 332, affirmed sub. 
nom. Standard Oil Co. v. Clark, 163 F. (2d) 917 (C. C. A. N. Y. 1947), certiorari 
denied, 333 U. 8. 873). This bill would bestow the fruits of such illegal agree- 
ments on the enemy parties despite their inability to obtain them under usual 
principles of law. 

7. This bill completely disregards the position of Americans who owned 
property in Germany at the beginning of World War II. Many Americans have 
suffered war losses of property in Germany for which they have not been com- 
pensated. Others have securities and credits in Germany which have been 
tremendously reduced in value because of the postwar devaluation of German 
currency. In many cases these Americans have been unable to withdraw even 
the small values remaining to them because of German foreign exchange restric- 
tions. Enactment of this bill without regard to the losses of Americans would 
bestow an unjustifiable preference on Germany and its nationals as against these 
Americans. 

8. Under the present act, returns are made only to those eligible if it is in the 
national interest. Pursuant to this provision and under a directive from the 
President, the Office of Alien Property has consulted interested agencies of the 
Government, including the Antitrust Division of this Department, to be advised 
of the public interest in such matters ‘‘* * * commercial and antitrust policies, 
as they relate to the return of vested property.’’ (Directive of President to Alien 
Property Custodian dated May 16, 1946.) 

Under this program many objectionable cartel arrangements which were con- 
trary to the antitrust laws have been eliminated. It is believed to be sound 
policy to condition the return of vested property upon compliance by claimants 
with our antitrust laws when such property has been used in violation of these 
laws. Accordingly, i: is felt that the national interest provision so far as antitrust 
factors are concerned should be included in the bill. 

A great deal of enemy property (as distinguished from nonenemy property now 
subject to return) which was vested had been used in violation of the American 
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antitrust laws. For example, the Office of Alien Property in 1949 submitted to 
the Antitrust Division a list of some 75 contracts in which it had vested the 
foreign interest, which were or had been involved in 31 antitrust suits. Other 
agreements have been submitted from time to time which have been concluded 
to be violative of the antitrust laws. Usually no antitrust suit was brought or 
antitrust relief obtained in such situations in view of the control over the prop- 
erty by the Government. Particularly as to such enemy property, it is thought 
that if it is to be returned, it should only be returned subject to antitrust con- 
siderations and review by the Antitrust Division to determine what conditions 
may be necessary to dissipate the effects of past antitrust violation. At the least, 
it would appear that enemy patents used in antitrust violation should be subject 
to compulsory licensing in private hands 

S. 3423 raises the following technical problems 

1. The bill refers variously to the Alien Property Custodian and to the Office 
of Alien Property. There is no longer an Alien Property Custodian, his functions 
and his duties having been transferred to the Attorney General in 1946, by Presi- 
dential Executive order. Reorganization Plan No. 1, 1947 (61 Stat. 951) con- 
firmed this transfer. The Attorney General has delegated his functions and duties 
to the Office of Alien Property in the Department of Justice. 

The references in the bill to Alien Property Custodian should be deleted and 
replaced by references to the Attorney General. Similarly, references to the Office 
of Alien Property should be deleted and replaced by references to the Attorney 
General because of his responsibility by law for the activities of the Office of Alien 
Property under the Trading With the Enemy Act. (In the discussion which 
follows, ‘‘Office of Alien Property’’ will be used rather than ‘Attorney General” 
in order to avoid the confusion of @ usage not in the bill as presently written.) 

2. The provisions of the bill creating a Vested Property Commission are objec- 
tionable from an administrative point of view. They would place the administra- 
tion of the return program in 2 agencies instead of 1 and would therefore lead to 
duplication of effort and unnecessary Celays in the execution of the program. The 
bill apparently proceeds on the premise that any claims not disposed of by the 
Office of Alien Property within the required periods could be disposed of immedi- 
ately by the Commission. Since the standards of the bill would have to be met 
whether a claim was handled by the Office of Alien Property or the Commission, 
there is no basis for the premise. Actually the Commission would not be in as 
good a position to dispose of claims because of its limited personnel and its lack 
of experience in the claims field. 

Aside from any considerations of efficiency, the bill’s creation of the Commis- 
sion is objectionable because the Attorney General would be placed in a position 
inferior to that of the Commission and subject to its review. As long as the 
Attorney General is charged with the responsibility for the administration of the 
Trading With the Enemy Act, as amended, he should be in a position to carry 
out that responsibility without subordination to a temporary Commission. 

3. The Philippine Property Act of 1946, as amended (22 U. S. C. 1381), pro- 
vides that the United States has title to all property vested in the Philippine 
Islands, whether before or after Philippine independence. This act also provides 
for the transfer of the vested property, or the proceeds thereof, by the United 
States to the Republic of the Philippines under specified circumstances. The 
bill overlooks this obligation of the United States and might be construed to over- 
ride the Philippine Property Act of 1946 by giving former owners of vested prop- 
erty in the Philippines a claim for return. 

4. Page 1, lines 9-10, provides that the amount of any property or proceeds 
to be returned shall be ‘‘reduced by final adjudications against the property 
under section 34 of the (Trading With the Enemy) Act.” It is not clear from 
this language whether it contemplates (a) that the processing of debt claims 
under section 34 shall continue and that returns shall be subject to debt claims 
allowed under section 34 after the enactment of the bill, or (b) that only debt 
claims allowed up to and payable at the date of passage shall be recognized and 
that section 34 shall in effect be repealed. With respect to either alternative it 
would be preferable to employ the phrase “reduced by any payment’’ in place 
of “reduced by final adjudications.” 

It should be noted that the repeal of section 34 would make impossible an 
orderly and equitable payment of debt claims. Attaching creditors would have 
to engage in the race for priority which section 34 eliminates. Furthermore, 
creditors whose claims against enemies accrued after vesting of the property 
being returned would stand in as good a position as those whose claims arose 
before vesting, contrary to the well-considered policy which Congress adopted 
in enacting section 34. 


OED 
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It should be noted also that there are approximately 40,000 pending debt 
claims and that the result of terminating the administrative handling of debt 
claims under section 34 might well be the imposition of a tremendous burden on 
a few courts. The attachment proceedings authorized by section 34 (f) would 
presumably lie for the most part in the District of Columbia and New York 
City, where the great bulk of the vested assets, or their proceeds, are held. If 
any substantial number of the persons who have already filed debt claims would 
seek attachments of property or proceeds to be returned, the already excessive 
workload of the courts in these two jurisdictions would be greatly increased. 

5. The word “natural’’ should be inserted ahead of the word “person” appearing 
at page 2, line 2, to avoid conflict with the broad definition of ‘‘person’”’ in section 
2 of the Trading with the Enemy Act. 

6. Page 2, lines 7-13 of the bill contains the provision that the “‘record holding 
or title ownership” of property at the time of vesting shall determine the person 
to whom return will be made. This provision would cause inequities and diffi- 
ties in addition to those mentioned above in connection with ‘‘cloaking’’ cases. 
There are many instances of copyright cases where the prevesting record owners 
are German concerns whereas the authors and composers of the copyrighted 
material, who also have interests therein, are persons in the United States or 
other Allied countries. Returns under the bill would not safeguard the interests 
of the latter. 

In estate and trust cases vesting action was usually taken with respect to the 
“right, title, and interest’ of the enemy beneficiary. It is not clear from the bill 
whether return would be made to the beneficiary or to the administrator, executor, 
or trustee. Furthermore, vesting action has led to the termination of trusts by 
merger of the various enemy interests therein. The bill does not determine 
whether these trusts should be reconstituted and if so, at whose instance. 

7. The first proviso on page 2 bars the return of vested property to the govern- 
ment of any nation with which the United States was at war after December 7, 
1941, or to “subdivisions or successors of any such government.”’ Section 32 of 
the Trading with the Enemy Act was amended in 1947 to permit returns under 
that section to the Government of Italy. It would seem inappropriate to pro- 
hibit that Government from obtaining returns under the provisions of this bill. 

The word “agencies’”’ should be included in the language quoted in the preceding 
paragraph in order to cover the whole range of government-owned or controlled 
institutions whose property should fall within the prohibition against return. 

8. The second proviso on page 2 prevents the return ‘“‘to any person convicted 
of war crimes by Allied Occupation Tribunals or by German denazification courts.” 
The offenses arising out of the war which came within the jurisdiction of the Allied 
courts and of the German denazification courts were numerous and varied. In 
the absence of a definition of ‘‘war crimes’”’ it may become difficult to determine 
what categories of persons are covered by the quoted language. Further, the 
Allied Governments tried and convicted some of their own nationals for ‘‘war 
crimes.’’ It would appear proper to prohibt returs into such persons. 

9. The word ‘‘release’”’ should be substituted for “‘relief,’’ page 3, line 9. 

10. The language appearing at page 5, lines 14-19, by implication would author- 
ize the Office of Alien Proper y to deduct or retain from any returned property or 
proceeds the amount of conservatory expenses (as distinguished from adminis- 
trative or overhead expenses of that Office) incurred in connection with such 
property or proceeds. However, the bill does not contain language specifically 
authorizing the Office of Alien Property to ‘“‘retain or recover” the amount of these 
expenses, such as appears in section 32 (g) of the Trading With the Enemy Act with 
respect to property returned under section 9 (a) or section 32. Without this 
language it is not certain that otherwise returnable assets could be liquidated in 
order to reimburse the United States for conservatory expenses in those cases 
where cash is not available for such reimbursement. 

11. The bill does not specifically provide that taxes payable with respect to 
any returned property should be paid by the Office of Alien Property prior to 
return. It would be advisable to include language requiring either the discharge 
of tax liabilities, or the retention by the Office of Alien Property of a reserve for 
taxes or the payment of the taxes by the returnee himself priorto return. Further 
the Office of Alien Property should be authorized to liquidate returnable assets 
in order to obtain reimbursement for taxes paid or payable in those cases where 
cash is not available for such purpose. 

12. Page 6, line 24 et seq., would require the Office of Alien Property or the 
Vested Property Commission, as the case might be, to publish in the Federal 
Register a notice of intention to return property in cases involving return to 
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nonresident persons or foreign corporations. Page 9, line 23 et £eq., specifically 
provides for the publication in the Federal Register of a determination of eligibility 
by the Office of Alien Property in every case in which it concluded that a claimant 
was eligible under this bill. Page 10, lines 22 and 23, indicates that even deter- 
minations adverse to the claimant would have to be published in the Federal 
Register. 

These requirements overlap and are not clear. It would seem sufficient to 
provide merely for the publication of notice of intention to return, whether by 
the Office of Alien Property or the Commission, in cases of return to nonresidents 
and to foreign corporations. In particular, there is no purpose to be served 
in publishing denials of claims that will not be served by private notice to the 

nsuecessful claimants 





13.7 bill (p. 9, line 12) would require a new claimant to file his notice of 
laim with both the Office of Alien Property and the Commission under regula- 
ms published by the Commi ! Double filing would cause duplication of 


work in the two agencies. It would seem sufficient to require filing only with the 
Office of Alien Property which would have the responsibility for processing all 


claims ab initio 


It would be undesirable to place the responsibility for the issuance of filing 
lations on the Commissior First, the time needed to organize the Commis- 
on and aff would make the prompt issuance of such regulations impossible. 
The Office of Alien Property could, of course, act without delay. Second, the 
Office « Alien Property, by virtue of its past experience, would be in a better 
po on to formulate appropriate rules for filing 
14. The second proviso on page 10 literally dispenses with the necessity for 
he determination of ownership in cas s of oe filed on or before April 30, 
14 vhere no conflicting claims were filed prior to December 31, 19538. At, the 
least the proviso should require the « arly claimant to meet the qualification of 
cord ¢ ership appearing on page 2, line 7. Furthermore, as a matter of policy, 
the benefit to the early claimar eems unjustified There is no apparent reason 
whatsoever to penalize a conflicting claimant for failure to file prior to December 
31, 1953, if he is not ineligible for return and would be made eligible only by this 
! if 
sl al 1 person eligible for return on December 31, 1953, who may now file 


a claim pursuant to Public Law 292, 88d Congress, approved February 9, 1954, 
which extended the time for filing, should not be penalized merely because anotber 
ela m to the same property had been filed on or } efore April 30, 1949 

If read literally the word “forthwith” in this proviso would make it necessary 
o effect a return without the prior written consent of the claimant to the with- 
holding of a portion of the property for expenses, as required by the proviso at 
page 12, line 12, and without the settlement or creation of a reserve for any tax 
liabilitv against the returned property 

15. Page 10, lines 13-22, is obviously intended to refer only to claims authorized 
for allowance under this bill However, some of the language might be con- 

rued to place claims under section 9 (a) and section 32 of the Trading With the 
Enemy Act within the jurisdiction of the Vested Property Commission. 

16. Page 11, line 23 et seq., provides for a determination by the Vested Property 
Commission of the ‘‘sum which has been and will be expended in the administra- 
tion of vested assets from December 7, 1941, to the termination of the activities 
of the Office of Alien Property, as envisioned by the provisions of (this bill), 
including the expense of the Commission for the administration of vested assets 
which has not been charged directly against the assets themselves.””’ This sum is 
to be used in determining the percentage to be retained from returned assets, 
as provided for at the beginning of page 12, line 6. 

The above-quoted language beginning with the word “including”’ makes it clear 
that the net expenses of the Commission specifically allocable to particular claimed 
property are to be borne by that property alone and are not to be recouped by way 
of the percentage retention. However, there is no comparable language to make 
it certain that similar expenses of the ‘Office of Alien Property, past and future, 
are to be treated in the same way. In other words, it should be made clear that 
only administrative or overhead expenses of the Office of Alien Property are 
included in the sum to be determined by the Commission for purposes of percentage 
retention and that conservatory expenses charged or to be charged tc specific 
assets are not included. 

The sum to be determined by the Commission under the above-quoted provi- 
sion would cover the future expenses of the Office of Alien Property envisioned 
under this bill but would not cover its expenses under sections 9 (a), 32 and 34 of 
the Trading With the Enemy Act if the administration of these sections extends 


‘ 
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beyond the period of administration of this bill. Furthermore, it is not certair 
that the Vested Property Commission will be able to complete its work within the 
3-year period set forth in the bill If it is not able to do so, any sum determined 
in light of the 3-vear limitation on the life of the Commissio would be unr iistl 
For these reasons, the Commission should be given a more flexible standard i1 
determining the sum in question so as to make sure that the Treasury does no 
i! he f iture have to bear l of the *“ of ad inistration of \ ted propel 
properiyv charge ble to returnees 

17. Section 39 of the Trading With the Enemy Act, as amended, in general 
prohibi s the return of property of Germany or Japs n, or their 1 stionals, vested 
under the act and provides that the proces is of the liquidation of such propert\ 
hould be covered into the Treasury This bill, while not mentioning section 39, 
would, in effect, repeal it It would seem d ITabl to repeal the section specifica tl 
in order to avoid any possibility of unfor en conflicts with the provisions of this 
bill, 

In view of the foregoing considerations, the Departme nt of Justice is opposed 
to enactment of 8. 3423 

The Bureau of the Budget has advised that there is no objection to the subr 


sion of this report 


Wiitram P. Rocmrs, 
Pepuly Attorney Gene 

Senator Dirksen. Any questions, Senator Hendrickson? 

Senator Henprickson. I have just this one question that I would 
like the colonel to answer for the record. 

Since General Aniline is the largest vesting you have, if you had 
legislation such as the bill that I refer to 

Mr. TTowNSEND. S. 2171? 

Senator Henprickson. That is right—would that bill be as helpful 
in the case of the smaller vestings as it would be in the case of the 
larger vestings? 

Mr. Townsenpb. It would seem so to me. I think it would be very 
constructive. 

Senator Henprickson. In other words, to paraphrase a quotation 
of Secretary Wilson, what is good for General Aniline would be good 
for all the other corporations. 

Mr. Townsenp. Certainly, and fine for the United States. | 
suppose you mentioned General Aniline particularly because that is 
the most obvious war facility we are talking about here. That has 
a war potential for emergency purposes of over $80 million a yea 
While some of these other companies also would be important, let 
us say, for an emergency defense effort, none is as important as 
General Aniline, because it is in the chemical field. I notice Mr. 
Derby here this morning 

Senator Henprickson. It is your considered opinion that what- 
ever would be good for General Aniline and the people of our country 
as well, would be good for the other corporations which have been 
vested? 

Mr. TownseEnp. Yes, sir. It would get the Government out of 
business, which is a consummation devoutly to be desired. 

Senator Hmnprickson. | have no further questions. 

Senator Dirksen. I have no questions, Colonel, for the moment. 
I thought I would make this one comment. As you so well know now 
from your experience, this is a highly technic ‘al and abstruse subject 
with which to deal. 

Mr. TownseEnp. Indeed. 

Senator Dirksen. I presume in every case the first job is to deter- 
mine whether or not a certain principle shall be established; namely, 
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whether we shall continue under the concept which is now existing 
law or whether we go back to plain trusteeship and custodianship, with 
the corollary theory that at the end of conflict the property, not of 
enemy governments but of enemy nationals other than governments, 
shall be restored. So that is the principle that confronts us and 
with which we must deal. 

Mr. Townsenp. Yes, Mr. Chairman, and let me take this 
opportunity to say that I agree with the principle 100 percent. Just 
as Representative Mrs. St. George has said, it is against the historic 
policy of the country to confiscate private property. It is in accord 
with the policy and historic precedents of our country to promote the 
individual right to have private property. 

If this were a vesting bill, a bill to vest property, I could never bring 
myself for a moment to be in favor of it. I would be against any bill 
to vest property. But we are not confronted with that kind of situa- 
tion. This is not a bill to vest property. That has been done. It is a 
little as if you might say the bridge should not have been built here, 
but you don’t cure the situation by blowing it up with dynamite. 
You don’t cure this situation by attempting to unravel the many 
complexities that have come about through increases in value, 
decreases in value, changes in corporate form, and so on, in addition 
to the consideration that we have spent this $210 million, certainly, 
plus very substantial expenses for administration, and so on. 

It is the view of the Department, as we analyze the situation, that 
this bill should not be enacted into law, if I may go a little bit beyond 
the opinion which has been approved by higher authority, not because, 
I am sure, the Department is in favor of confiscation of individual 
rights, but because we are confronted with a situation here which we 
don’t think this bill is qualified to deal with, and which the bill doesn’t 
do, with all due respect to you, sir, and, of course, to the committee. 
We think an analysis will show—and I think, Mr. Chairman, the state- 
ment I have made here, if you analyze it carefully, will show—some 
of the gross inequities that would result. In a way, I suppose one 
answer would be that you never can avoid all inequity. We have to 
have some. It is inevitable. But I should not for the moment put the 
Department in the position of being in favor of confiscation. That is 
not the situation. 

You have here property which has been taken by a multilateral 
agreement between ourselves and 17 other countries to treat it, not as 
confiscated property, but as quasi-reparations, or reparations. Conse- 
quently, I am not dealing with it in the status of confiscating property. 
1 am dealing with it as property having the status of quasi-reparations, 
so agreed upon by 17 nations and agreed to in the Bonn Convention. 

I am not for a moment de fending confiscation of any sort. 

Senator Dirksen. I understand that, Colonel. IT had only this 
additional comment to make. If we were going to articulate a prin- 
ciple and endeavor to get back to it, then of course the second responsi- 
bility would be to work out the vehicle and the instrumentality under 
which that could be done. 

Mr. Tewnsenp. Certainly. 

Senator Dirksen. That, of course, would bring into focus the 
various objections that I have noted in your statement, as, for in- 
stance, the need for appropriations, the question of windfall profits, 
the question of whether or not, if it went back to the last owner of 


Es 











RETURN OF CONFISCATED PROPERTY 29 
record, it actually would subserve the interest that the committee 
had in mind when it made its earlier report. 

Mr. Townsenp. That is quite right, yes, sir. 

Senator Dirksen. Those are all situations, of course, that would 
have to be cured. 

I wanted to make it very emphatic for the record. I realize that 
legislation is a fluid thing. It has to be amended. It must be changed. 
It must be brought into line. Difficulties must be surmounted. 

So those, I think, then, are the two propositions that are before the 
committee. I recognize full well that in holding hearings on the 
first draft of the bill, it becomes something of an exploration to see 
whether or not you agree on a principle; and then you carpenter the 
job in order to bring it in line with whatever difficulties may arise. 

Mr. TowNnsenpb. Yes, sir. I] am sure you will find, Mr. Chairman, 
as you analyze the cases that I have referred to here—and, of course, 
it will be appreciated that I could not include them all, for there are 
too many of them—as you analyze the situation it will be apparent 
to you, sir, as it was to me, and somewhat surprising, to find how 
inequitably the return would be in certain cases. 

Just take a patent return. Suppose, for example, you were the 
owner of a German patent and we had taken your patent and let it 
out on a royalty-free basis, and now we say “Here is your patent 
back.” You might say to me, “Goodness, the patent has expired, 
and besides, you didn’t collect any royalty on it, but my friend over 
here, who had a bank account or securities, gets it all back with an 
increment,’ which of course is obviously very inequitable. It may 
be that is irremediable, but it is worth considering. 

Take again the matter of returning to record owners. As we all 
know, most stocks are not held in the names of the actual owners. 
For convenience, you keep them in the name of your broker or banker 
or other persons. If you go to record owners, you get into all sorts 
of complications. The record owner is really not the owner at all, 
perhaps. 

Against that you have the consideration if you start to say “bene- 
ficial owner,” who is going to determine who is the beneficial owner, 
and I wouldn’t want the job. I am not suggesting that Alien Property 
be saddled with that responsibility, but you will see, Mr. Chairman, 
what a complicated problem it is. 

Senator Dirksen. Mr. Nairn, any questions? 

Mr. Narrn. Yes. 1 would like to ask Colonel Townsend to explain 
a few things in his statement. 

While we are discussing the question of patents, I had before me 
here an excerpt from the American Bar Association report which 
discusses the patent situation. They say: 

Hence, throwing these patents open 


they are discussing the question of using patents as it arose back in 
the early days of the Office of Alien Property, to which you just 
referred 

Hence, throwing these patents open for general free licensing is contrary to 
the basic theory that only the part of the public which chooses to use the benefit 
of the invention covered by the patent should pay the premium which constituted 


the reward of the inventor who invents it and the manufacturer who develops it 
and makes it. 
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Che committee further adds this 


Phe zure and free | r of 50,000 United States patents have so great an 
he ! of the | ted States patent svstem that it would appear 

by for t A lie Propert Cus lian, before embarking upon a fixed 
rovral { Sé a directive fro Co ess and authorization for the course 


This came from page 461 of volume 68 of the American Bar 
Association reports 
| merely call your attention to that to emphasize what you have 


said. It seems that this situation, we are agreed, is perhaps not one 
which any of us would undertake today. Again, this highlights the 


point that was raised back in 1943, and yet with disregard of the 
recommendations of the American Bar Association, this policy was 
adopted 

Now it seems strange to me that we could use the argument in 
reverse and say that it has been done and now we cannot undo it. 

I also find the same criticism of several points in your statement 
which refer to the legislative history of the legislation with which we 
are now dealing. 

On page 3 of your statement vou refer to the history of Germany’s 
default in its previous obligations, and also to legislation which was 
passed during the war. In passing I might say this committee di- 
rected its investigations to such legislation which indicated that cer- 
tain individuals may have had an ulterior motive while others were 
acting unquestionably in the best interest of the United States. 

Mr. TowNnsenpb. That is quite possible, of course. 

Mr. Naren. In that regard, I call your attention to a book written 
during the administration of Secretary of the Treasury Henry Mor- 
genthau, at the time this policy of confiscation was adopted. At 
page 101 there is the statement 


If American democracy is to play its full part in winning and maintaining peace, 
it must be through the free play of democratic process. That means full dis- 
cussions of policies on their merits with all the arguments and all the facts before 
the public For the sake of our friendship with Russia, as well as for the proper 
deve pment of our own democracy the case for and against building up Germany 
as a bulwark against communism should be brought into the open The people 
whose instinets in this matter are sounder than the judgment of any cloistered 
statesman will know how to deal with it. 


| just refresh your recollection through the report of the subcom- 
mittee as to the individuals who were connected with this legislation, 
the ones Morgenthau refers to as “whose instinets.’’ In the Evening 
Star on November 12, 1953, there appeared a purported letter from 
Secretary Morgenthau to Mr. Harry Dexter White’s widow, in which 
Mr. Morgenthau compliments Mr. White as perhaps the author of 
this book to which I just referred. 

Senator Dirksen. Colonel, let me ask at this point, you mentioned 
something about technical objections which you would not discuss 
at this time. Had you intended filing a statement with respect to 
those? 

Mr. Townsenb. Those are included, Mr. Chairman, in the letter 
from the Department. There are various points made there. 

For example, this bill is introduced as an amendment to the Trading 
With the Enemy Act. You have section 39, which says there shall 
never be any return. This section conflicts with section 40, which 
says there shall be a return forthwith. Obviously, section 40 is re- 
pealing section 39. 
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Just as a matter of legislative draftsmanship, that ought to be made 
clear. 

Then again there is the use once in a while of the term ‘Alien Prop- 
erty Custodian,’’ which, as you know, Mr. Chairman, passed out with 
the bill - 1946, I think it was, when it became the Office of Alien 
Property. Inaccuracies of that kind. 

Then sien is also a reference to the Philippine situation. The 
Philippine situation has to be considered with it, because we have 
specit al commitments there. 

There are points of that kind which I didn’t think would be of gen- 
eral interest. 

I would like, before leaving that subject—they are all in the report 
to make comment upon what Mr. Nairn has just said. 

Senator Dirksen. Yes. 

Mr. TownsenD. The comment I wanted to make on what you 
were just reading, Mr. Nairn, is along this general line. I haven’t 
read that particular book. 

Mr. Nairn. | recommend it to you on this subject matter. 

Mr. TowNseEnNpD. I never ard of it, and I don’t think any views 
of Secretary Morgenthau or Harry Dexter White are of any interest 
to me, except as something to be avoided. 

I would like to point this out to you 

Mr. Nairn. Only insofar as those gentlemen with whom he was 
associated were largely responsible for the vesting policy which we are 
now discussing. 

Mr. TownseEnp. I don’t know that that necessarily follows. ‘There 
has been a general confusion here between the vesting policy and the 
policy whic h was known by the name of the Morgenthau plan. The 
Morgenthau plan was a plan for more or less turning Germany into a 
cow pasture, and it didn’t have anything to do with vesting assets 
over here, which were treated by these agreements right through 1953 
as reparations payments. 

| referred to this when we were talking about this last fall. If you 
pick up the Forrestal Diary, you get the genesis, exactly, of the 
Morgenthau plan. You will read there of Secretary Forrestal’s dis- 
may at the way the suggestion was handled, and also Secretary Patter- 
son’s dismay. You will read there how it all was derived from a 
memorandum which was to be sent to the Commander-in-Chief of the 
American forces in Europe. It related entirely to the handling of the 
German problem in Europe, and had nothing whatever to do with the 
vesting of external assets in this country. 

Whether in other matters Harry Dexter White or somebody else 
had something to do with the vesting program, I don’t know, but there 
is a lot of confusion between the so-called ‘‘pasturization” plan for 
Germany and vesting German assets. 

For example, taking of 18,000 shares of Rohm & Haas, which is an 
American operating company, or General Aniline & Film, hasn’t a 
thing in the world to do with turning Germany into a cow pasture. 

Mr. Nairn. That is true insofar as the vesting of industrial proper- 
ties which was undertaken by the Alien Property Custodian in the 
early days of the war, vesting as such, but there was a great bulk of 
the property which you now administer which was taken under control 
of the Treasury Department freezing controls. 

Mr. Townsenb. That was blocked property. 
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Mr. Nairn. Later on, this property was vested at the suggestion—I 
don’t think it is necessary to go into the deta‘ls which were covered by 
this investigation a year ago, but I think, Colonel, you are mistaken 
when you say that Morgenthau’s program was what you refer to as 
“pasturization” of Germany. I refer to article 5 of his program, 
section (a), which states 

teparations In the form of future payments and deliveries should not be de- 
manded festitution and reparations shall be effected by the transfer of existing 
German resources and territories 
And in section (e) thereunder it says: 

* * * by confiscation of all German assets of any character whatsoever outside 
of Germany 

Senator Henprickson. I was in the telephone booth finding out 
whether the Armed Services Committee needs a quorum or not, and 
| missed a part of your observation. What is this book you are read- 
ing from? 

Mr. Narrn. That, Senator, is a book by Secretary of the Treasury 
Morgenthau. 

Senator Dirksen. I doubt the advisability of getting too far afield 
on a philosophical discourse. 

Senator Henprickson. | was going to say, I do not see what that 
book has to do with this legislation. I cannot see any relationship. 

Senator Dirksen. I think insofar as possible, the Secretary of 
State, of course, will discuss the question of policy which is involved 
here. 

Mr. Townsenp. I am sure he will. I didn’t mean to get off on 
these theories in making a few references to the antecedent history of 
the thing. I mentioned Senator Glass and Secretary Byrnes and those 
people because they were dealing with this problem. They had no 
connection with White or anybody else, as far as I know. 

Senator Henprickson. Colonel Townsend, have you studied the 
provisions of S. 2477? 

Mr. Townsenp. Which one is that? 

Senator Henprickson. That is the bill introduced by Mr.Dirksen, 
Mr. Hendrickson, Mr. Ives, and Mr. Smith. 

Mr. TownseEnp. I testified on one of them. Is that the small- 
claims bill? 

Senator Henpricxson. No. That was the initial bill. This is a 
counterpart of the initial Hendrickson-Smith bill. 

Mr. Townsenp. I have it right here. I remember this now; yes, 
sir, S. 2477. 

Senator Dirksen. That, Colonel, was what I referred to as the 
omnibus proposal which was approved at the last hearing and was 
presented to the Judiciary Committee last year. 

Mr. Townsenp. 8S. 2477 included, if I remember correctly, the 
provisions of S. 2171. 

Senator Dirksen. That is correct. 

Mr. Townsenp. I remember that. 

Senator Henprickxson. Has the Department any comment to make 
about the effect of such legislation? 

Mr. Townsenp. I am not authorized to express the opinion of the 
Department as the Department of Justice has not reported on S. 2477. 
I know the bill. We are very much in favor of S. 2171, which is a 
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part of S. 2477. I should have to refresh my recollection of S. 2477 
and go over it again to express an opinion on the bill as a whole. 

Senator Henpricxson. You are in favor of 8. 2171? 

Mr. TownsEnp. Yes, sir. 

Senator Henprickson. You think that would accomplish the real 
purpose which this committee has had in mind for a long time? 

Mr. Townsenp. Yes, sir, I think it would, because one of the pri- 
mary objectives of this committee is to get the Government out of 
business. Some litigation would continue with respect to the proceeds 
of the properties when sold, but the Government would be out of 
business and the litigation, if it were inevitable, could proceed with 
respect to the proceeds. 

Senator HeNnprickson. You have given some thought to the 
constitutionality of S. 2171, have you not? 

Mr. Townsenp. Yes, sir, I have. I have considered that very 
carefully. Nobody can be sure whether the Supreme Court would 
hold it constitutional or not. I think it would be sustained. I have 
considered it very carefully. I have considered it alone and with 
other counsel, and with contrary views, too, because, as you know, 
Senator, very good lawyers think it is unconstitutional. 

I think it would be sustained. At anv rate, we cannot be sure 
until we try it out. 

Senator Henprickson. Thank you very much, Colonel. 

Mr. Smrruey. Before Colonel Townsend leaves the stand, may I 
ask a few questions? 

Senator Dirksen. Mr. Smithey has a question or two. 

Mr. Smiruey. Colonel, I notice that most of your testimony dealt 
with the larger properties held by the Office of Alien Property, that is, 
in the nature of objections. While I understand, sir, that you 
personally cannot bind your Department without authorization, | 
would ask your personal opinion as to the advisability of a bill which 
would permit the return of property of a value under $10,000. 

Mr. Townsenp. Personally, I think it would have the advantage 
of closing out about 92 percent of the accounts entirely. It would 
have that effect. I hesitate to express an opinion about it, speaking 
for the Department, but it would remove the hardship cases. Let’s 
put it that way. 

Mr. Smiraey. Would it present the same administrative difficulties 
which you perceive this bill would cause? 

Mr. Townsenv. Of course it wouldn’t affect the big properties, 
and you would have an outright return of all accounts up to a certain 
fixed maximum. You might have some debatable cases where you 
would have conflicting claims for the property, and you might have 
some cases where there would be claims filed against it on behalf of 
domestic creditors, but in the main, I can’t see that there should be 
any great problem to administer it. 

Mr. Smrruey. Do you think there would be any necessity for a gen- 
eral appropriation by Congress if that sort of bill were approved? 

Mr. Townsenp. I can’t tell about that. I would have to look 
over pretty carefully. 

Mr. SmitHey. You don’t know the amount of money which would 
be withdrawn from the Office of Alien Property as a result of such bill? 

Mr. TownsENpD. You mean how much it would cost to carry out 
a program of that kind? 
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Mr. Smirupy. That is correct, s 

Mr. Townsenp. Compared with these other amounts we are talk- 
ing about, it would be relatively small. I am quite sure of that. I 
say “relatively.”” Less than 25 percent of the amount which would 
be required for total return 

Mr. Smirney. Colonel, — the chairman of the subcommittee 
indicated that he would be interested in receiving certain of your com- 
ments or recommendations will respect. to specific Janguage amend- 
ing the bill to meet the pojection s which vou have raised. I under- 
stood you to say to him that the objections were stated in the report of 
the De partment t submitted to the committee earlier this morning. 

Mr. Townsenpb. That is right 

Mr. Smriruey. And from my observation, that is correct. How- 
ever, as I view the report of the Department, while it raises some 
objections, it does not always suggest language to cure those objections. 

Would you, sir, be willing to submit such language, in the event the 
subcommittee determined that the property involved here should 
be returned? 

Mr. Townsenp. I would really have to take that up with the 
staff and see how many people we have available for it, and maybe 
get some authorization from the Attorney General on the subject. 
I don’t pretend to be a good draftsman myself. Although I find 
some fault with some of the language used here, I am not sure I 
could correct it. 

Mr. Smirney. Colonel, the reason I asked that question is this: 
You and your office are the real ae with respect to legisla- 
tion such as this. You have been schooled in it. You have handled 
it for years. Your advice on specific icons ge to effectuate the 
policies determined by the subcommittee might be of substantial value. 

Mr. Townsenp. The staff has had a lot of experience in that, and, 
as I have said to the chairman and I repeat now, if we can be help- 
ful, I shall certainly recommend to the Attorney General that we be 
authorized to render any service along the line that we can render. 

Mr. Smirney. Your opposition to the policy of the bill wouldn’t 
preclude you in any way from assisting the subcommittee in drawing 
language in the event the policy were determined otherwise than you 
have urged? 

Mr. Townsenp. If we have the staff time available. As you know, 
we reduced our st of attorneys from 141 to 76 last year, and we 
are now building it, I hope, with the larger authorization, to get back 
some lawyers lias can do work of this kind. We are loaded up with 
litigation at the moment. 

Mr. Smirngy. Colonel, | would like to draw your attention to page 
10 of your statement, wherein you discuss a problem involved in the 
return of patents. 

Mr. TowNnseEnpb. Yes 

Mr. Smrruey. Would you inform the committee what action was 
taken with respect to Italian patents in the treaty with Italy? 

Mr. Townsenp. I don’t remember personally. I am asking a 
member of the staff. Mr. Gross is here. Mr. Gross had something 
to do with that. 

Mr. Stpnsy Gross (Acting Chief, Legal and Legislative Section, 
Office of Alien Property, Department of Justice). As 1 understand, 
they were returned subject to outstanding licenses. 
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Mr. Townsenp. It is in the Department’s report. 

Mr. Smirnry. What I would like to find out, Colonel, is whether 
you have any objection to a similar approach being taken in this 
legislation. 

Mr. Townsenp. Of course, the Department is opposed to the bill 
as a whole, but if the bill is to be passed and if we are looking merely 
to a technical change, | suppose something like that could be worked 
out 

Mr. Smrrney. This was one of your objections to the passage of 
the bill, as | understood your statement 

Mr. TowNnsENpb. A technical objection; ves. 

9 Mr. SmirHey. That is right. Now I am seeking to find out if a 

change in the language to that of the treaty with Italv would correct 

your objection in that regard, at least. 

Mr. Townsend. That particular change could be very easily made. 
Any draftsman could do that in no time 

Mr. Smiruey. Fine 

Now could you inform the committee, sir, with respect to the lan- 
guage of the bill on page 2, beginning with line 13, the proviso there 
which says: ‘‘That no return shall be made pursuant to this section 
to the government of any nation with which the United States has 
been at war since December 7, 1941.”’ 

Mr. Townsenp. That is where the Italian exception came in that 
you were just talking about. 

Mr. Smiruey. I was coming to that. That is not what I was 
talking about a moment ago. I was talking about patents in this 
case. I would like to find out from you, sir, whether there are any 
Italian properties still held by the Office of Alien Property. 

Mr. Townsenp. I don’t know of any. If they are, they are 
properties held up by domestic claims against them by domestic 
creditors or alleged creditors 

Mr. Smirury. Would vou think it desirable to make an exception 
of the nation of Italy in that clause? 

Mr. TTownsrenp. Unless you wanted to violate the Italian Peace 
Treaty, you would have to have an exception there. You say we shall 
not make any return to any country with which we have been at war. 

Mr. Smiruey. That is a technical question on which you can 
furnish information? 

. Mr. Townsenpb. Certainly. 

Mr. Smiruey. Would you be willing to submit that, sir? 

Mr. Townsenpb. We will look that up; ves. 

Mr. Smiruey. Fine. 

. Mr. Townsenp. I don’t know whether our record will show right 
off whether you have property held up solely because of a domestic 
claim. Iam not sure about that. But we will get our best informa- 
tion on that and be glad to submit it. 

Mr. Smrruey. Fine, sir. 

Mr. Chairman, I have one further question. It does deal with a 
technical aspect of the bill. If, Colonel Townsend, you are not pre- 
pared to answer at this time, | would ask that permission be granted 
for Colonel Townsend to file an answer to the question at a later 
date. 
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It deals, sir, with the first proviso on page 3 of the bill. That 
proviso, for the information of those present, reads as follows: 


That if, after any such property was so vested, the claim of an owner with re- 


spect to such property was assigned or released to or compromised with the 
United States or the Alien Property Custodian, no sucl property or the liquidated 
proceeds thereof shall be returned pursuant to this section unless such owner 
shall tender to the United States, without interest, the amount received upon 


such assignment, compromise, or relief 


| would like to find out from you, if I could, sir, whether any com- 
promises have been effected under any section of the Trading With 
the Enemy Act other than section 9 (a 

Mr. Townsenp. I think the answer to that question is no, because 
your compromise must be based on a pending suit. You don’t com- 
promise a claim as such. You allow it in part or you can allow it 
altogether, but what you compromise is a pending action under 9 (a). 

I don’t know of any compromises on claims. We don’t have any, 
ado we? 

Mr. Gross. No. 

Mr. Townsenp. I say that because it is certainly not our policy, 
and I don’t think we have the legal authority to compromise certain 
types of claims. 

Mr. SmirHey. Would you say the Office of Alien Property has made 
no compromise with respect to property not officially vested but in 
which the Department had indicated an interest and perhaps had 
even gone so far as to intervene in a court action? 

Mr. TownseENpD. I can’t recall any such case. I would hate to 
say no positively, because we have had such an ocean of litigation over 
there that almost anything can be found. 

Mr. Smiruery. I wondered, sir, if you felt that the proviso which 
I read to you earlier, that is, the first proviso on page 3, should be 
limited to compromises under section 9 (a), in order to avoid the 
reopening, perhaps, of probated wills where the Office of Alien Property 
might have entered into an agreement to accept a certain sum in 
order to pe rmit the will to be finally probated ? ? 

Mr. Townsenp. I hadn’t thought about that. Of course, there 
are a lot of cases where compromises are made, but usually not, with 
claimants; but in California, for instance, as you may or may not 
know, we have a lot of cases where, under the California law against 
alien ownership of land, property is threatened with the claim that 
this has escheated to the State, and you get a conflicting claim 
between the Office of Alien Property and the State of California, 
let us say, or some of the other States. We have compromised those 
claims all the way through. We had to. One claim is probably as 
good as another, and it is a case of who got there first. 

We have had no trouble with them, and we compromise them with 
the State authorities all the way through. 

What would be the effect on that, I don’t know. I should have to 
think that over. 

Mr. Smiruey. All right, su 

Mr. Chairman, I have no further questions, other than questions 
which are even more of a technical nature, and I understood that the 
witness desired not to be questioned with respect to those at this time. 

Mr. Townsenp. I don’t want to be understood to try to avoid 
being interrogated. 
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Mr. Smitruey. I didn’t so intend. 

Mr. Townsenp. I will answer any question you put. 

Senator Dirksen. Colonel, I wonder if you could supplement your 
statement with respect to the restitution of Italian property under the 
treaty, and patents, as was just referred to. I will ask the staff to 
incorporate in the hearings at this point the appropriate provisions 
of the Italian Treaty of 1947, and then if you could file a statement 
showing what restitution had been made as a matter of fact, that 
would be very helpful. 

Mr. Townsenp. I should be glad to do that, Mr. Chairman. 

Senator Dirksen. Fine. 1 think that would be helpful to the 
committee. 

(The information referred to follows: ) 

Juty 9, 1954. 
Hon. Evererr M. Dirksen, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, Washington, D. C 

Dear SenatoR Dirksen: During the course of my appearance before your 
subcommittee on July 1, 1954, in regard to 8S. 3423, I was requested to supplement 
my testimony is certain particulars. Set forth below is the desired information. 

1. Mr Smithey requested a statement of the amount of vested Italian Govern- 
ment property still held by this office (pp. 87-88 of the stenographic transcript of 
the hearings 

This office holds the sum of $151,000 in a joint account in the names of the 
Italian Government, the Italian Royal Navy, and an Italian steamship line. 
It also holds certain film copyright interests claimed by Ente Nazionale Industrie 
Cinematografiche, all of whose outstanding shares are the property of the Italian 
Government. Our records disclose oniy one other item of vested property of which 
the Italian Government may be the owner. This property consists of $3,650,156.95 
in United States currency and coin which was found in the safe of the German 
Embassy in Washington after the war and which was vested as the property of the 
German Government on September 3, 1946 Although the Italian Government 
has not filed a formal claim with this Office for the return of this sum. it is my 
understanding that it has indicated to the State Department that it is entitled 
thereto. The time for the filing of claims to this sum will not expire until February 
9, 1955. 

2. Mr. Smithey inquired whether the first proviso on page 3 of S. 3423 should be 
limited to compromises under section 9 (a) of the Trading With the Enemy Act, 
as amended, so as to exclude settlements which were effected in probate matters 
(p. 90 of the stenographiec transcript). 

This Office usually vested only the “right, title, and interest’? of decedents’ 
estates. The extent of the right, title, and interest in each estate is determined 
in the ordinary course of probate by construction of the decedent’s will or, if he 
died intestate, by a determination of heirship. In many instances there have been 
disputes as to the validity or extent of the vested interest as against the nonvested 
interests of American or other nonenemy heirs, legatees. or distributees. Some of 
these disputes were settled: The settlements, of course, effected a division of 
assets in the estates between this Office and the American or other nonenemy 
parties. This Office made no payments or transfers of property in these cases, as 
occurred in settlements of section 9 (a) litigation. The first proviso on page 3 of 
5. 3423, as presently drawn, contemplates tender to the United States of something 
received from the United States. It would therefore appear to be inapplicable in 
cases of settlements in probate matters. 

There is, of course, no valid reason to amend the proviso to permit a returnee 
of property derived from a decedent’s estate to attack a settlement negotiated 
by this Office with third parties in the probate of the estate. Such settlement was 
effected on behalf of the United States as the owner of the vested interest in the 
estate. The return of that interest would be a matter of grace and would properly 
be subject to the prior action taken by the United States in making the settle- 
ment. 

It is doubtful whether the proviso should or could feasibly be amended so as 
to permit the American or other nonenemy parties to make a tender to the United 
States, or to the person from whom the payment was received, as a means of 
reopening a settled dispute in probate. 8S. 3423 requires that return be made in 
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all cases to the record owner at the time of vesting The American or other non- 
enemy parties whose interests were not vested would have no basis for claiming 
a return of the property distributed to this Office. Consequently, it would be 
illusory to frame the proviso in such a way as to invite such parties to make a 
tender with the hope of obtaining more than they received in the settlement. 

3. You requested a statement concerning the return of vested property to 
Italy and its nationals (p. 91 of the stenographic transcript 

Article 78 of the Treaty of Peace with Italy, signed February 10, 1947, obligated 
Italy to pay compensation to United Nations nationals for war damages to their 
property in Italy 

Article 79 of the treaty granted to each of the Allied and Associated Powers 


the right ‘‘to seize, retain, liquidate, or take any other action with respect to all 
property rights and interests wi h on the coming into force of the present treaty 
‘ 1 ? ’ t Tt . Tt ay } ] 7 t<« t 7 ; " 
are wit its territory and bel o Italy or to Italian netionals, and to apply such 
property or the proceeds thereof to ch purposes as it may desire, within the 
limits of its claims and those of its nationals against Italv or Italian nationals, 

cluding debts, other than claims fully satisfied under other articles of the present 
treat 

Article 79 also pre vided that \ll Italian property, or the proceeds thereof. in 
excess of the amount of such claims, shall be returned.”’ 

“iil 


ibsequent to the signing of the peace treaty, Italy and the United States 
entered into negotiations under article 79 which resulted in an agreement whereby 


the United States undertook to return the vested property of Italy and its na- 
tionals subject, however, to certain specified exceptions such as the property of the 
Fascist Party, property involved in cloaking transactions and property whose 
return would be contrary to the national security or antitrust or fiscal policy of the 
United States Chis agreement and a related agreement concerning claims 
against Italy by the Government of the United States are printed as No. 1757 of 
the Treaties and Other International Acts Serie The agreement provided that 


in the cases of copyrights, trade-marks, and patents to be returned, such property 
would remain subject to all licenses and agreements for licenses in effect at the 
time of return. Furthermore, the agreement permitted the United States to 
retain all royalties arising out of the use of Italian patents prior to December 31, 
1945. This general provision was included in order to prevent the return to Italy 
or its nationals of any income derived from war production 

Italy agreed to pay and, after the signing of the agreement, paid the sum of 
$5 million to the United States to be used by this Government in compensating 
(Americans for war claims against Italy not provided for in the peace treaty or 
otherwise 


By Public Law 370, 80th Congress, approved August 5, 1947 (61 Stat. 784), 
Congress took action to make possible the execution of the above-mentioned 
agreement by amending section 32 of the Trading With the Enemy Act to permit 
return of vested property to Italy and Italian nationals. On August 14, 1947, the 
United States and Italy signed the agreement 

Vested Italian assets with a total value of approximately $15,250,000 have 
been returned to the present time, in addition to interests in certain ships of 
Italian registr See Executive Order 9935 of March 16, 1948, 13 F. R. 1895.) 

1. You recuested an estimate of the amount of vested property which would 
not be returned under 8. 3423, that is, property of enemv governments, cf war 
criminals and of persons and firms behind the Iron Curtain (p. 103 of the steno- 
graphic transcript 

This Office holds approximately $7,720,000 in vested assets of former enemy 
governments excluding the Government of Italy. This total includes the sum 
of $3,650,156.95 which may be returned to Italy, as indicated above. 

It is impossible to estimate the amount of property which might be retained 
under 8. 3423 by virtue of prevesting ownership by persons convicted of war 
crimes. However, it may be presumed that the total of property owned by 
such persons was not large 

It is similarly difficult to make any estimate of the total amount of property 
which would be retained by this Government pursuant to the provisions of 58. 
3423 prohibiting returns to persons behind the Iron Curtain. This Office holds 
assets worth approximately $3 million which were vested from Bulgarian, Hun- 
garian, and Rumanian nationals. However, the records of this Office are not 
segregated in any way which would make it possible to separete the German 
owners with prevesting addresses in the Eastern Zone from those with prevesting 
addresses in the Western Zones of German) Even if such a breakdown could be 


made it would not be accurate at the present time because of the movements of 
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individuals from the Eastern Zone to the Western Zones, or the reverse In 
addition, meny firms which had domiciles in the eastern portion of Germany 
have since the end of the war migrated to the Western Zones and may be in a 
position to claim that they are eligible for return of property under 5. 3423 
Taking all these factors into considergetion, however, this Office has atte mpted 


to make an ¢ ima of he total amount of p pertys of persons al d firms in 
Ir e ar y ni be ined by the United States under 5. 3423 
We have arrived at a figure of $25 million to $35 million I wish to emphasize 


that this figure is based on ir ‘Omple te date and represents little mere than an 
I trust that e foregoing information will be of service to vou 


DaxLuaAs S. TOWNSEND, 
issistant Attorrey Genera 


Director, Office of Alien Propert 


MEMORANDUM OF UNDERSTANDING 


BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND THE GOVERN- 
MENT OF ITALY REGARDING ITALIAN ASSETS IN THE UNITED STATES OF AMERICA 
AND CERTAIN CLAIMS OF UNITED STATES NATIONALS 


Discussions have taken place with representatives of the Government of Italy 
on the question of disposition of Italian property in the United States of America 
* * * As a further step toward the bettering of relations between Italy and the 
United States of America, the Government of the United States of America has 
felt it desirable, subject to appropriate governmental action, to renounce certain 
of the rights granted to it under the terms of the Treaty of Peace, and to return 
and unblock property in the United States of America which has been vested or 
blocked by the Government of the United States of America by reason of an in- 
terest of Italy or Italian nationals. * * * (p. 3988) 

The Government of the United States of America and the Government of Italy 
have, therefore, reached an understanding, as follows 


ARTICLE I 
* * * * * * * 

3. (a) The provisions of this Ar.icle shall in no manner impose any obligation 
upon the Government of the United States of America to return any royalty or 
other compensation or right to receive a royalty or other compensation to the 
Government of Italy or any Italian national arising out of the use prior to Decem- 
ber 31, 1945 of any invention, patent or patent right in the United States held by 
the Government of Italy or Italian nationals, or subject to return to the Govern- 
ment of Italy or Italian nationals pursuant to this Memorandum of Under 
standing (p. 3989) 


* a + * * * + 


ARTICLE V 
EFFECTIVE DATE 


7. This Memorandum of Understanding shall enter into force upon the day it 
is signed. 
Done at Washington in duplicate, in English and Italian languages, both of 
which shall have equal validity, this 14th day of August, 1947 (p. 3990). 
For the Government of the United States of America 
Rospert A. Loverr. 
For the Government of Italy: 


LOMBARDO 
ANNEX I 


* * * * * * * 
It is further understood that in the case of any literary, artistic or industrial 
property to be returned, the property shall remain subject to all licenses and 


agreements for licenses which were granted or entered into by the United States 
of America with respect to it and which were in effect immediately prior to return; 
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and any rights of the Government of the United States of America to revoke 
any such license or agreement for license shall not be included within the return 
(p 3992 

Senator Dirksen. Do you have anything further, Mr. Nairn? 

Mr. Naren. Yes 

Colonel, you referred to windfall profits in your statement. It has 
been brought to my attention that property which might be returned 
to or through a cloaking corporation or organization in one of the 
allied countries which now exercise confiscatory acts of their own, 
would in effect become a windfall to that particular government in 
the event that we should reverse our policy. 

For example, had a German cloaked his ownership of property in 
this country through a Dutch corporation, under the bill as it now 
stands that property would be returned to the owner of record, in 
which case the property would then return to the Dutch corporation, 
and the Dutch could then impose their, confiscatory law and take the 
property unto the Dutch Government rather than allow it to return 
to the beneficial owner. 

Mr. TownsEeNb. That is exactly what would happen. Let’s take 
a Danish corporation which is the record owner. Suppose the prop- 
erty and assets of that corporation had already been vested or seized, 
or whatever the language used in the Danish bill. You make a return 
to the record owner. It doesn’t go back to the German owner at all. 
It goes back to the Danish treasury. 

Mr. Narrn. Do you think that perhaps that difficulty might be 

overcome by amending the bill on page 2, line 13, to interpose after 
the word “hereunder” words of this general nature: 
Provided, however, That no return shall be ordered made pursuant to this section 
if the person to whom return would otherwise be made is subject to the jurisdic- 
tion of any nation which, pursuant to its laws, would or would attempt to subject 
the said property to vesting, sequestration, or confiscation as the property of or 
pertaining to an enemy or former enemy of such nation, and the property shall 
be held in trust until the United States shall receive assurances from such nation 
that property to be returned under this act will not be vested, sequestered, o 
confiscated. 

Mr. Townsenp. That language is ample to cover it, but I can 
foresee that you would get into some very difficult questions of fact, 
because as soon as you start to make a return, if the question were 
raised that it might not go to the real owner, right off you would have 
a big argument. Just how you would determine that, I don’t know. 

The safe course, and I imagine the course of anyone administering 
it, doubtless would be, “Here Iam. Come sue me and get it. 

That is an undesirable situation. But the language you have just 
read me I think would be sufficient to cover it, and ought to be con- 
strued to cover it. 

Mr. Narrn. I am in agreement with you. I don’t think that the 
committee should ever put the Office of Alien Property in the more 
difficult,’ position of determining between beneficial claimants and 
claimants of record. 

Mr. Townsenp. I couldn’t agree with you more thoroughly. 

Mr. Nairn. I think that would be an impossible situation. But 
there must be some method by which to work this particular problem 
out, and it is not covered in the bill. I have had it called to my at- 
tention by numerous attorneys who have been interested in the 
legislation, and I raise it at this time so that you might be aware of 
the fact that it had been called to our attention. 
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Mr. Townsenpb. Thank you. 

Mr. Smiruey. Mr. Chairman, I have one more question of Colonel 
Townsend, if | may have your indulgence and his. 

Colonel, on page 7 of the bill, S. 3423, provision is made for the 
publication in the Federal Register of a notice of intention to return 
under this bill. 

Mr. Townsenpn. That is right, and then the bill also provides that 
no return shall be made until 60 days after the publication, if I re- 
member correctly. 

Mr. Smituey. That is correct, sir. 

I would like to have your opinion, sir, as to an amendment which 
would require your office to give notice by registered mail to claimants 
of record in your office. 

Mr. Townsenpb. I think that notice would be given anyway, I 
imagine. It ought to be given, certainly. 

Mr. SmirHey. Would it cause any undue administrative difficulties, 
so far as you are aware? 

Mr. Townsenpb. No, I can’t foresee that that particular require- 
ment would create any undue administrative problem. 

Mr. SmirHey. Since in that case we would be dealing with perhaps 
the rights of American citizens, you would feel that that right should 
be accorded them? 

Mr. Townsenpb. That is right. 

Mr. SmitHey. Thank you, sir. 

Senator Dirksen. Do you have anything more? 

Mr. Narrn. Yes. 

Colonel, with regard to the sale provision of section (d) in the 
national interest, in your statement you raised objection to the fact 
that that provision did not provide for protection against antitrust 
commitments and against the possibility of the property ultimately 
finding its way back into the hands of foreign ownership. 

Mr. Townsenp. No, I don’t think I raised the antitrust question 
on that particular provision, did 1? 

Mr. Gross. Yes. 

Mr. Townsenpb. Perhaps you are right. 

Mr. Nairn. At page 9, at the top of the page, you say: ‘Although 
the bill provides—” no, that is the cloaking one. 

Mr. Townsenp. At any rate, that is not the main point I had in 
mind. 

Mr. Narrn. That is true. My question is, Is it not possible to 
amend this section to include such safeguards as you suggest? 

Mr. Townsenp. You really couldn’t cure the problem unless you 
provided that this Office or some other governmental agency retained 
control until it was disposed of to American interests. As long as 
you have an interim in there in which the control is back with the 
record owners, of course there is complete freedom to make any kind 
of commitment they might please to make. They could sell the pat- 
ents or give away the patents or sell the trade-marks or make a con- 
tract for 40 or 50 years on a long-term commitment for output, or 
something of that sort. The only way you could insure its getting 
into the ownership that you want to see it in would be to have the 
Office or Government agency make the sale. You could safeguard 
the sale with as many precautions as you like through the issuance of 
voting certiiicates, American trustees, and soon. That is a matter of 








49 RETURN OF CONFISCATED PROPERTY 


mechanics. Any bill which permits a facility like General Aniline 
Film to get into the hands of non-American owners should foresee 
the possibility that the control would be misused within 6 months or 
a yeal 
Mr. Narrn. I know now what my reference to the antitrust statutes 
was It was something that came into my own mind in connection 


with your statement—that is, “Isn’t it true under our antitrust 
statutes when a divestiture order is made, the corporation which is 
cting in violation of law and is ordered by the court to divest itself 
of certain properties?”’ The Government doesn’t step into the picture 
inless the corporation fails to comply with the law as it stands on the 
statute books 

Mr. Townsenp. What happens usually in those cases—it doesn’t 
fit this situation here, but what happens usually is that you have a 


consent decree, and there is compliance with the consent decree and 
a finding later that that consent decree, such as separation of a sub- 
sidiary, has been complied with. That is not what this has in mind. 

Mir. Narrn. We don’t always have a consent decree, and don’t you 
have the same situation there, a situation which is against the national 
interest? 

Mr. Townsenp. It is quite possible. 

Mir. Naren. In which the owner is ordered to divest himself of his 
ownership in a particular property, and allowed to do so at his own 
procedure unless he fails to camiats with the law? 

Mir. Townsenpb. Within a given length of time. Those conditions 
are usually put in, but that is not the point of this observation here. 
The point is that where the Government vested interest in contracts 
which were held to be illegal, an interest which the original record 
owner, to use the terminology of the bill, could not have collected, 
nevertheless the Government collected on those, although the agree- 
ment, per se, was illegal, for the simple reason that you couldn’t charge 
the Government with a violation of the antitrust law. That was the 
theory, at any rate 

Whether we agree with the ethics of the situation is another matter. 
At any rate, the Government collected large amounts of money. 

You would be turning them over to the record owner when, if he 
had had them himself all that period of time, he could not have 
collected a penny. Which is anomalous, of course. It is not awfully 
important in the broad picture of the bill as a whole. It is not an 
important part of our objections to it. It is just that we point it out 
in passing, so to speak. 

Senator Dirksen. Colonel, in the sale of properties now in hand, 
instead of vesting, if a bona fide sale were consummated and you 
sought to prevent the return of that property to former enemy owners, 
you would have to put some restrictive provision in the contract, I 
presume. 

Mr. Townsenp. I think so. 

Senator Dirksen. But if you did so, I presume also that you would 
narrow very materially the number of bidders and buyers that you 
might have for the property. 

Mr. Townsenp. That is quite true. That would have to be 
considered very carefully. 

Senator Dirksen. It runs in my mind that when we took testimony 
on the E. Leitz Co., somebody testified ——— 
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Mr. TowNnsenb. That was in the Schering case. 

Senator Dirksen. | thought actually it had gotten, through a 
number of sales in this country, back to former owners. 

It would be a very difficult thing, the right of restriction without 
diminishing the value of the property, I suppose. 

Mr. Townsenp. I think that is true. The more restriction you 
attach to it, the more your problems of proper distribution and sales 
But those conditions were attached in the case of the Schering Corp. 

What you could be sure of was that the original purchasers were 
Americans. You could test that very easily. What would be difficult 
to be sure of is that they would not resell it to persons who were not 
Americans. 

Any corporation with widely distributed shares probably has share- 
holders in every country in the world. 

Mr. Naren. Isn’t that true under the Smith-Hendrickson bill foi 
the sale of General Aniline, if it was sold once, could be sold again? 
The same objections, it would seem to me, are inherent in that lan- 
guace. ao this bill does not raise the constitutional questions. 

Senator Hrnprickson. Just to keep the record straight, the Smith- 
Hendrie belt bill is not designed purely for General Aniline. 

Mr. Naren. | understand that. We were speaking generally of 
the sale of any property under ee 

Mr. Townsenpb. That is true, but the broad difference immediately 
between the 2 situations is this: that in the 1 case the Office of Alien 
Property would be making the sale and would have the responsibility 
of determining the nationality and the real interest of the purchaser. 
It might even attach restrictions upon the transfer. It might even 
provide for the setting up of a voting trust where you buy voting- 
trust certificates, but. wouldn’t buy the right to vote for the directors. 
That is true now of many corporations. The big difference between 
that situation and the situation where you are required to return the 
property forthwith is that the person to whom you return it, even 
after the finding of national interest being involved, has a year in 
which to dispose of it, and during that whole year in which he is going 
to have to dispose of it, he can do anything he pleases with it. 

Mr. Naren. I concede that is a very valid objection, but I don’t 
see why it cannot be cured by the addition of an amendment which 
would take care of the difficulties you point out. 

Mr. Townsenpb. The amendment would have to provide that you 
wouldn’t return it to the original owner at all, but would sell it your- 
self and give the original owner the proceeds. Then you would have 
the same constitutional question that you have in the bill introduced 
by Senator Hendrickson. 

As I say, I think the bill would be constitutional, but you would 
have the same problem involved. 

Senator Hrenprickson. Mr. Chairman, for the purpose of the 
record, to confirm Colonel Townsend’s previous statement with respect 
to 8S. 2171, I would like to read from the record of the hearings which 
we held on July 20-22 of last year. As chairman, you made this 
statement, after Colonel Townsend had finished testifying on 5. 2231. 
You said: 

I believe the committee might well proceed, in the interest of convenience for 
some who are here, to 8. 2171, to amend section 9 of the Trading With the Enemy 
Act, which was introduced by Senator Smith of New Jersey and Senator Hen- 
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drickson, which we will insert at this time, without objection, plus a letter from 
Ajtorney General Brownell dated June 9, 1953, to Senator Langer. 

Then follows a complete print of the bill, and then follows this 
letter to Senator Langer, dated June 9, in which Attorney General 
Brownell said 

Dear SENATOR LANGER: I wish to express my appreciation of the active interest 
you and your committee, particularly Senator Dirksen as chairman of the sub- 
committee, are taking in the proposed legislation to enable the Government to 
get out of business I refer, of course, to businesses under governmental control 
through the Office of Alien Property, such as General Aniline & Film, which were 
vested under the Trading With the Enemy Act and which cannot be disposed of 
because they are involved in litigation and are consequently subject to pro- 
hibitory sections of section 9 (a) of the act. I understand that your committee, 
especially Senator Dirksen’s subcommittee, have under consideration a proposed 
amendment to section 9 (a) under which properties so involved in litigation could 
be disposed of and pursuant to which the title claimants could avail themselves of 
alternate remedies believed to be constitutional. 

I need not recount the history of previous legislative efforts to deal with this 
problem. I am sure you are familiar with them. I earnestly hope that the 
amendment to section 9 (a) in the sense indicated can be accomplished at the 
present session of the Congress 

Sincerely yours, 
HERBERT BROWNELL, Jr., 
Attorney General. 

That would confirm the chairman’s statement that the bill is con- 
stitutional. 

Senator Dirksen. Colonel, one other question. Is there a record 
of the amount of property that would be involved or that would relate 
to people now residing in the Iron Curtain area, let us say, or in the 
Eastern Zone of Germany? Your office has no records to indicate 
what might be involved there, I take it. 

Mr. Townsenp. Not precisely; no, sir. We can make estimates. 

Senator Dirksen. If you can, and it does not burden your staff 
too much, if you want to prepare a short memorandum on it and 
and give an estimate, emphasizing the fact that it is an estimate, it 
might be valuable for the record. 

Mr. Townsenp. I will be glad to do that. 

What the Chair asks, if | understand you correctly, sir, is this: An 
estimate of the assets held which would not be returnable assuming 
that this bill is enacted; that is to say, properties which would be 
returnable, in the absence of such a restriction, to nationals on the 
other side of the Lron Curtain or convicted war criminals, and so on. 

Senator Dirksen. That is right. It does involve another question 
that would arise, namely, whether or not that should be trusteed as 
against the time when that situation might be secured. 

Colonel, if there is nothing more, we thank you for your appearance 
this morning. 

Mr. Townsenpb. Thank you, sir. 

Senator Henpricxson. | would like to say that for me it is a great 
privilege, as a member of this committee, to introduce to the com- 
mittee another distingushed son of New Jersey. I have known Mr. 
Derby for many years. He has been associated most of his life with 
the chemical industry. I might say his entire business life has been 
in the chemical business. He was president of the American Cyan- 
amid & Chemical Corp. and various subsidiary and affiliated com- 
panies for many years. He was president of the executive committee 
of the Manufacturing Chemists’ Association of the United States. 
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During World War II he was chairman of the Army and Navy 
Munitions Board’s Chemical Advisory Committee. 

So he has had a lot of experience in this business and is quite quali- 
fied to testify on any subject which treats with the chemical interests 
of the country. 

Mr. Townsenp. If I may comment on that subject, I would like to 
Say that Mr. Derby has been a very great help to the Office of Alien 
Property. It is purely gratuitous, in that he is an old friend of mine 
and that I felt free to call on him, knowing his interest as a stock- 
holder and as one of the most distinguished manufacturers of chemicals 
in the country. 

Senator Dirksen. Won’t you qualify yourself, for the record— 
your name, your residence, your business address, your present major 
business—and then proceed at your own leisure to say what you 
would like to say. 


STATEMENT OF HARRY L. DERBY, MONTCLAIR, N. J. 


Mr. Dersy. My name is Harry L. Derby. I live in Montclair, 
N. J. I maintain an office in New York taking care of my personal 
affairs. I have no other business connection, Mr. ¢ ‘hairman, having 
retired, I thought, about 6 or 7 years ago. 

Senator Dirksen. I presume you have some interest in the legisla- 
tion that is before the committee this morning. 

Mr. Dersy. I have, Mr. Chairman. Relying on the provisions 
of the Trading With the Enemy Act as amended in 1945, I, like a 
number of other Americans, invested in the ‘‘A’’ shares of General 
Aniline & Film Corp. We thought, that, as the act provided, in 
due course the properties would be sold to Americans and we foresaw 
the development of the industry in a way that would make the 
investment secure. 

The chief concern I have, Mr. Chairman, with respect to this 
proposed legislation in S. 3423, is that relating to the year’s period 
in the event of these properties being sold, which would give to the 
original owners a chance to manage them or to do whatever might 
be in their own interest. 

Knowing pretty well the history of I. G. Farben and the chemical 
industry of Germany, I think it is quite easy for one to foresee exactly 
what might happen. It is of great concern to the Nation for security 
reasons, and it is of great concern to American stockholders, for a 
very good reason. During the period of a vear, or 6 months, what- 
ever period they have that in control, 't could be very easily reduced 
to a skeleton, either through excessive fees and service salaries, et 
cetera, that they might pay, the withdrawal of the information which 
has been the result of research over the years, or contracts of sale 
and purchase such as the company was burdened with in the days 
when I. G. Farben dominated it and which siphoned off the profits 
which rightly should have gone to the owners. 

The American stockholders own only about 2% or 3 percent of the 
stock, Mr. Chairman. The stock that was vested by the Property 
Custodian consisted of both “A” and “B” shares. The “A” shares 
are what you might ey a preference share, but the “B” shares 
were issued either as a bonus or for practically nothing, and they 
participate in the earnings to an extent which figures out about 35 
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perce! The result has been that under this plan, the American 
stockholders have been on the small end of affairs, but up to now it 
seems to me there has been very little consideration given to what 


} 


is good tor Amern an shareholders 


Phe chief thing in this, however, it seems to me, is that 1-vear pro- 
vision 

Since vesting, this company has done a Jot of research. They have 
spent money, as vou have to in the chemical industry, and they have 
developed a lot of new products. They have spent upward of $9 
million alone, Mr. Chairman, on the acetvlene progr am As vou 
probably well know, that is a field that is quite unique in the American 
chemical industry Some of the discoveries have been kept secret 


because the very taking out of a patent would disclose situations 
which would be very valuable to the competitors. 


This field covers the production of plasma, svnthetic rubber, tex- 


tiles, and coatungs It is an entirely new basis of production, ] 
can't think of anything that would be of greater interest to the 
Germans, to the 1. G. industry either in the Western Zone or behind 
the Iron Curtain, than to discover what that whole program meant. 
Surely if those secrets were 7 pie arnt g would be i this company 
had a vear in their hands as management, there isn’t anything that 


would be left of the value of those processes or those patents, and 
certainly anyone who knows, as you well do, Mr. Chairman, the 
lation in Germany, knows full well that inside of 30 days after the 
Germans in the Western Zone had this information, the Russians 
behind the Iron Curtain would have it, because they have there the 
scientists, the chem te, the technicians, and some of the best plants 
that I. G. Farben had at the time war broke out. That information 
goes from one to the other, but in the reverse direction, usually. 

lt seems to me it would be the greatest hazard to our national 
detense to take information of that sort, properties of that sort, and 
place them in the hands of any foreign country. I just can’t conceive 
that that would be done for a vear. 

| have no quarrel wlth whatever settlement or the technique of 
international relations you would make for the satisfaction of any 
claims that the Swiss, Germans, or ore else have. That is not 
our point. Our point is that, No. 1, the properties have built up 
since this was vested. At that time it had only a gross value of some 
$35 million, and today it has a gross value in excess of $100 million. 
We cannot see by what possible reasoning the United States would 
have any obligation to turn it over to anyone, because those increased 
and enhanced values came by reason of the war and the situations 
immediately following the war. 

In our opinion, Mr. Chairman, it just doesn’t seem possible that 
this company, having $80 ee annual production of essential war 
materials—TI say to you, sir, that some of these things are vital to the 
national welfare—I can’t conceive of these properties ever being turned 
over to any foreign nation. 

The value for it, the dollars—that is not in my province or consid- 
eration; but I do feel, as an American, and having had a great deal of 
experience in World War I with what is happening in the world chem- 
ical market, that no greater mistake could possibly be made. 

I might say to you, sir, which is a matter of record, do you realize 
that since our giveaway program was started on and aid was given 
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to the German chemical industry, that while the I. G. is supposed 
to have been taken apart, that organization of several parts has 
progressed faster than any other chemical industry, including our 
own? Thay have taken our own markets away in Mexico, in South 
America, in Europe, and the entire American chemical industry is 
not only feeling the effect of that competition, but they are feeling 
the impossibility of meeting it, sir. 

The average wage paid in the American chemical industry I think 
is around $2 an hour. Germany has labor which doesn’t cost in 
excess of 50 cents an hour. How on earth can the American chemical 
industry compete with that kind of labor rates around the world? 

To turn over these facilities, which the Lord knows are most im- 
portant in our defense program, with a year in which to siphon off 
all the value of their research, all the secret processes, let alone the 
money—TI just can’t conceive that the United States Senate would 
ever be a party to that if it has all the facts in the case. 

1 urge you, sir, that if this bill is the one that is going to be the 
subject of approval by this committee, revise it so we will never lose 
these facilities in the national interest. 

Senator Dirksen. Mr. Derby, your notion would be, instead of 
allowing ¢ 12 months’ period, to compel the owners to divest them- 
selves at the moment of return? In other words, there would be 
no time lag of 12 months? 

Mr. Dersy. It seems to me, Mr. Chairman, you have a perfect 
answer for it in the Hendrickson-Smith bill. 

Senator Dirksen. That is a perfect answer, provided the bill 
constitutional. 

Mr. Dersy. Wouldn't this bill be unconstitutional for the same 
reason, sir? 

Senator Dirksen. I do not know. 

Mr. Derry. I am not a lawyer, sir 

Mr. Naren. Mr. Derby, the objectionable things in S. 2171 are 
not present here. In S. 2171 an individual is suing under section 9 (a) 
of the act to recover property which he alleges to have been seized 
from him not in accordance with the act. In this bill (S. 3423) he 
would be coming in as a matter of grace and asking for the return of 
his property, and subjecting himself to the provisions of the bill. 

I don’t think anyone in this room, a lawyer or technician, would find 
the objection which we find voiced to the other bill. 

Mr. Derpy. Mr. Nairn, of course I am not a lawyer, and I can’t 
discuss it with you. There is one thing I would like to point out, 
however, with respect to this ownership. I don’t know whether what is 
Swiss-owned or German-owned, or what, but I do know that this com- 
pany had a nitrocellulose plant at Afton Lake, acetate cellulose and 
nitrocellulose, which, as you well know, is the basis of high explosives, 
which in time of war is used by the Army. At the time Hitler was 
getting ready to invade Europe, the German management of this 
company notified the superintendent of that million dollar plant at 
Afton to scrap that plant within 60 days, and they blew up the 
foundations. 

I can understand why Mr. Hitler would have a great objection to 
that remaining in existence, but certainly the Swiss government could 
have had no such reason. I do not believe that this company has ever 
been owned by the Swiss. That is my own personal opinion. 
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But I do know that if these properties go back to any foreign nation 
and fall into the hands of German, Russian, or what have you, the 
national security is going to be jeopardized. That I know of a 
certainty from the experience that I have had in two World Wars in 
the chemical business, Mr. Chairman. 

Senator Dirksen. Mr. Derby, as you well know, this relates to the 
most difficult matter that has come before any committee of the 
Congress, because section 9 (a) provided that when the claim was 
filed, there could be no disposition of the property until the claim was 
settled, and of course when a claim is filed, the whole judicial machin- 
ery, with all the rights of appeal, are then set in motion. So here is a 
property that we refer to as the Aniline property, claims have been 
filed and we seem to be more or less powerless to do anything about it. 
In the vn is bill that. we prepared and jointly filed with the Judi- 
ciary Committee, we did carry a national interest clause, and left it 
up to the President to make the finding, and then make it possible to 
sell the property, escrow the proceeds until such time as the claims were 
disposed of, and then pay them in money instead of property. 

The only trouble is that section 9 (a) does not say that, and if a 
person does not want the money but wants the property instead, there 
the difficulty arises 

We have asked, I don’t know how many good constitutional law- 
vers, including Mr. Donald Lincoln, of the firm of Steptoe & Johnson, 
which has so long counseled General Aniline & Film, to file a brief 
with the committee. That brief, I think, is a matter of record and is 
probably in these hearings. As I read all these opinions—and I 
pretend to be no great constitutional authority on my own part, al- 
though I am a lawyer—lI see that in every case we get into a twilight 
ground and we wonder whether or not we can, under existing law, 
draft anything that will get us off the hook and deal with General 
Aniline & Film 

So we have tried various devices. Here is perhaps a third or 
fourth device, which simply says that when the Pre sident makes the 
finding that it is in the national interest, the property shall be restored, 
but the claim shall be asserted and a court can then, within 12 months, 
compel the owners to divest themselves of their interest so that it 
remains in American hands. 

The apprehension you express this morning is that in that 12 
months’ period, valuable secrets and valuable information can dis- 
appear. I think there is a point in what vou say, as a matter of fact, 
but this 12 months’ period was sort of picked out of the air, on the 
theory that both the legislative and judicial processes seem to take 
quite a long time. 

So do you allow them 1 day, or a week, or a month, or 6 months, or 
12 months? It is very fluid. The committee is only searching and 
exploring for a way out 

I understand perfectly the burden of the testimony that vou offer 
this morning 

Mr. Dersy. Senator, I can quite understand that. The thing 
that is inconsistent to me in this is that if the Swiss were the real 
owners of this property, why on earth would they oppose, as they have 
for years, any opportunity whatever to have this situation disposed 
of and these properties sold? If they were the real owners, they 
should welcome a bill like the Hendrickson bill. It is going to give 
them more money than they ever had invested in this property. 
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That isn’t the reason for this. The reason is, somebody wants 
these properties in the control of the Europeans. That is the reason 
for this. 

I tell you, it is most serious. 

So far as that year is concerned, we wouldn’t have any company, 
so far as values are concerned, by the end of that year. That I would 
be sure of. 

Senator Dirksen. We understand that problem. The question 
is to find a remedy, in view of the existence of this little section known 
as 9 (a), which has beautifully put Congress and the country alike on 
the hook. The question is, how do we find our way off that hook 
and still do it within the framework of the Constitution. 

As you know, an action was filed in the district court here before 
Judge Laws. It has been pending a long time, and thousands of 
exhibits have been developed. We seem to be no closer to a solution 
to this problem that we were before. 

Mr. Dersy. | think, sir, if the same consideration was given to the 
Hendrickson-Smith bill that is given to this, you might have developed 
some reasons why. I don’t know whether it is constitutional or not. 
I don’t suppose anybody could answer that. 

Senator Henprickson. The only way we can find out whether 
it is constitutional is to pass it and make it law and let it go to the 
Supreme Court for determination. 

If I might add my comment to that of the distinguished chairman, 
I would say we ought to have the courage to pass it, just as we had the 
courage to pass the Tidelands bill or any other bill whose constitution- 
ality is in doubt, and let the Supreme Court speak on the subject. 

Mr. Dersy. That is what I would urge as an American, as a stock- 
holder, and as one who has had a little experience in the chemical 
industry. I think it would be good for the Nation and certainly 
would insure our security position a good deal better than any such 
situation as is proposed here. 

Senator Dirksen. Mr. Derby, being just a very modest technician 
in the legislative field, and having been around Washington now for 
some 21 years, I career r that after vou have had hearings on a bill of 
that kind, even if it is only 4 lines long, you must command the 
necessary votes in the subcommittee to put it in full committee. It 
must then go on the agenda and the full committee must discuss it and 
favorably report it out. It must then go on the calendar. If it comes 
up on calendar call, one objection will stop it, and thereafter it has to 
become a matter of policy so that the policy committee will undertake 
to put it on the agenda and move its consideration and make it an 
order of business. 

Having gone through that legislative mill on one side, the process is 
almost the same in the other body. 

Then, of course, it has to go to a conference committee, and finally 
to the White House. 

That is a long furrow to plow. In consequence, we have been deal- 
ing with it, and I did bring to the attention of the full committee a bill 
that contained that provision in it, but, unfortunately, the views of the 
instant chairman of this subcommittee did not prevail. Usually you 
fail to prevail because either you do not command votes enough or 
there may be parliamentary difficulties that you encounter. 

So we are still searching. 
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Mr. Dersy. I submit, sir, if all the facts were known to the Senate 
in this situation, if they would take the time really to inquire into this 
thing as thoroughly as you are doing, sir, the Hendrickson-Smith bill, 
with whatever little changes vou might make, would pass. 

Senator Henprickson. Understand, Mr. Chairman and Mr. Derby, 
| have no pride of authorship. I am trying to help a corporation 
which has valuable holdings in New Jersey; I am trying to save the 
people who are engaged in their jobs, to save their jobs and to improve 
their jobs, and to bring good, wholesome life into our economy in New 
Je ‘rsey 

— course, that would apply also to the State of New York and the 

ate ol Pennsylvs ania 

So | have no pride of authorship. I just want to see some action 
in the interest of the country at large. 

Mr. Dersy. | am sure, Mr. Chairman, if your provision holds 
good, the best personnel and technicians and the morale of this 
company will suffer in an irreparable way. 

Senator Henprickson. Would you care to tell us, Mr. Derby, some- 
thing of the problems that confront you as a result of being handcuffed 
and shackled by governmental authority in respect to your com- 
petitors? 

Mr. Dersy. In the first place, during this period of a year, they 
could do no financing. This company has been handicapped by 
reason of its inability to sell equity capital from the time it was vested. 
This company, instead of being its present size, if it had had complete 
freedom of action in the hands of Americans during this period of 
time, not only would have been ae but the employment would have 
been 2 or 3 times as much. Under Government control, you cannot 
run an operation of this sort. You can’t compete. The competitors 
say, “What do you want to do? Do you want to buy goods from the 
United States Government that may not be in business next week, 
or do you want to buy from us, Americans?” They have had that 
kind of competition right straight along. 

| have no criticism of the efforts of the Alien Property Custodian 
presently. He is doing a wonderful job. But the limitations are such 
that the management cannot possibly continue meeting competition 

r developing as the chemical industry has developed. 

As you well know, sir, the chemical industry in the last 8 years has 
developed remarkably. It is the very basis of our national defense. 
This company hasn’t been able to do it because it couldn’t go along 
under its present conditions. 

What we would like to see is to have that shackle removed and let 
this company take its proper place, both as a great facility for national 
defense, and also to increase the employment in the State of New 
Jersey where the Senator is concerned, as well as in New York State 
and Pennsulvania. 

Senator DirKsEeN. Mr. Derby, you do, however, agree with the 
general purpose of this proviso in the bill that if—and it is a rather 
big “‘if,’’ I can assure you—that if there was an assertion of public 
policy, particularly foreign policy, that it would serve this country’s 
interest best to make restitution of property belonging to alien enemy 
nationals, exclusive of governments and subdivisions thereof, that 
there ought to be a proviso in the bill that in the case of any property 
that is invested with the national interest and the President so finds, 
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that that property ought to be protected in the interest of the United 
States of America? 

Mr. Derry. By all means, Senator, if I understand you correctly. 
I don’t think this should ever be returned to any foreign interest. 
I think it should be sold and, whoever has a proper interest in it, if 
they have any, let the courts or someone determine what that is, and 
hold the money in escrow to satisfy those claims. 

I certainly have no wish to see anyone badly treated so far as 
their just settlements are concerned, but I don’t want to see these 
properties out of the control of America. 

Senator Dirksen. Your quarrel, | think, is with the mechanics of 
that proviso rather than with anything else? 

Mr. Dersy. I think that is probably true. 

Senator Dirksen. Then they could be sold, whoever the owner 
may be, and the money trusteed or put in escrow until such time as 
the claimants may fight it out to their heart’s content in court, and 
divide up what the cash is, but the property and the interest therein 
stav here. That, of course, is the burden and the purpose of that 
proviso. 

Mr. Dersy. I think that probably is about the way I feel, if I 
understand it correctly. That is practically what is done in the 
lendrickson bill. 

Senator Dirksen. That is correct. 

Mr. Derby, we thank you. 

Are there any questions? 

Senator Henprickson. Mr. Derby, I would like to have you state 
for the record just what the morale situation is among the employees, 
particularly your technicians, as a result of your present operating 
problems. 

Mr. Dersy. | can only state what I have observed as I have had 
the privilege of visiting the plants, Senator. 

Senator HeNpRIcKSON. You are a stockholder and a director? 

Mr. Dersy. No; 1 am not a director. [| am simply a stockholder 
sut in talking with the different emplovees of the company, the 
morale has been held at a point where they could really operate only 
by the hope and expectation that your bill would be passed.,. sir. 
That has been the greatest incentive we have had 

Senator Henprickson. In other words, if the company was a free 
company, without these fetters and controls, your people would feel 
more secure? 

Mr. Derry. Of course. 

Senator Henprickson. Not only vour technicians, but all down the 
line? 

Mr. Derry. That is true. 

Senator HeENprRicKsoN. The entire labor force? 

Mr. Derry. I am sure of that. 

Senator Dirksen. Mr. Smithey? 

Mr. SvrrHey. May I ask a question of the witness along the lines 
on which you were interrogating him. 

Mr. Derby, would you look favorably upon an amendment to this 
bill which would require the submission of a valid contract of sale to 
an American concern before return of the stock to the corporation? 
Would that alleviate your objection? 

Mr. Derry. Let me see if 1 understand your question. As I under- 
derstand, the present law requires that the properties be sold to the 
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highest bidder. Is your question one in which the Property Custodian 
would enter into a contract with somebody to buy this company? 

Mr. Smirxuey. No, sir. It is more along the lines, as I envisage it, 
of this approach; that the owner of the property would enter into the 
best contract he could with an American concern, file that contract 
with the Office of Alien Property, and then request return so that he 
could execute the contract. 

Mr. Derry. Who is the owner of the property? 

Mr. Smituey. Under this bill, return is to be made to the record 
owner. The record owners, as I understand the Office of Alien 
Property, are the Swiss, serving as a cloak. The record owners are 
SWiss 

Mr. Dersy. I wouldn’t want the Swiss, under a cloak, to sell it to 
some more Swiss under a cloak, and have it actually German-owned 
when you wound up with it. 

Mr. Smirxey. I doubt that you fully understood the import of my 
question. The example which I gave was the requirement that they 
file with the Office of Alien Property, before return, a valid contract 
with an American concern by which they agree, immediately upon re- 
turn, to sell, as an illustration, General Aniline & Film, to an Ameri- 
can concern. That would keep the property in American ownership, 
which is what I understand you want. 

Mr. Dersy. That is what I want. The terms of that contract 
would govern whether I would say I would approve it or not. You 
wouldn't expect me to say that | would approve a contract just in 
those words. If the objective is in line with what I have said here 
today, | don’t care whether it is done by contract, by public sale, or 
how it is done. What I want to be sure of is that this company stays 
in the control of America. That is my wish. 

Mr. Surrey. I would suggest to you, sir, that the reason I origi- 
nally proposed that was that returns under this section are to be a 
matter of grace rather than right, and to that extent we may eliminate 
the constitutional objection which has been raised against the return 
under the Smith-Hendrickson bill. 

Mr. Dersy. Sir, I bow to your legal ability and knowledge. Cer- 
tainly it is better than mine. As long as the objectives that I have 
recited are met, you gentlemen have a great deal more ability to 
line that one up satisfactorily than I have. 

Mr. Smiruey. If such a requirement were written into the law 
and either the Office of Alien Property, or the Vested Property Com- 
mission under the bill, were provided with sufficient authority to 
make rules and regulations, they could then adequately provide for 
the protection against the fears which you possess, don’t you believe? 

Mr. Dersy. If you say so. 

Mr. Smiruey. I am interested more in getting your opinion, sir, 
than I am in asserting my own. 

Mr. Dersy. It is very difficult. I am a layman, not a lawyer. I 
am not competent to discuss the legal things that would arise in a 
situation such as your hypothetical question poses. If you say that 
that could be done and would accomplish the purposes that I have 
urged and that Senator Hendrickson’s bill contemplates, I would 
bow, because your knowledge is certainly much better than mine. 

Mr. Smrruey. I am only seeking to find, sir, if I can eliminate an 
objection to the bill. I think the chairman conceded to some extent 
that it is a valid objection to the bill. 
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Senator HeNprIcKsON. Does counsel mean the constitutionality of 
the bill? 

Mr. Smiruny. No. I meant the objection of this witness to S. 3423. 

Senator Henprickson. All right. 

Mr. Smiruey. As I understood it, the chairman indicated he thought 
there might be some merit to your objection. I seek now to find 
whether that objection of yours can be eliminated by the addition 
of an amendment to the bill. 

Mr. Derry. I would want to refer that to the Senator from my 
State. I think the chairman is a lawyer of great repute, and I have 
known his reputation for many years. I would think that if vou 
gentlemen and others had the principle in mind as to what was to be 
done, if you can’t draft something that is constitutional, then the 
Lord help this Nation. I think you can. 

Senator Dirksen. Mr. Derby, I can assure you that in the hands 
of facile technicians, the English language is expansive enough to 
cover every situation known to man, and that could be drafted and 
safeguarded so it could be done, so at the end, of course, the property 
would stay here, the proceeds would be escrowed, and the claimants 
would litigate until it had been properly disposed of by a court of 
record. 

We thank you, sir. 

Mr. Dersy. I thank you, Mr. Chairman, for this opportunity to 
present my feelings in the situation, and I hope vou will work it out. 

Senator Henprickson. Before Mr, Derby goes, I would like to say 
for the record that, although I am just a poor country lawyer, I still 
think the Smith-Hendrickson bill is constitutional. 

Senator Dirksen. May I say for the benefit of all who are here 
that it is the intention of the Chair to run until 1 o’clock. We have 
a tax bill on the floor. There doubtless will be some rollealls, and it 
breaks up the proceedings. I would rather run continuously. 

I want to call next on Mr. Lee, of Pennsylvania, who is here at 
the instance, I think, of Senator Martin, who called up a moment ago. 

Mr. Lee, I understand vou will take about 10 minutes. 

Mr. Ler. That is about all, sir. 

Senator Dirksen. Mr. Kennedy, we will call on you before lunch, 
also. We may be able to get around to Mr. Reeves, of New York 
City. 


STATEMENT OF HARRY W. LEE, ATTORNEY-AT-LAW, 
READING, PA. 


Senator Dirksen. Mr. Lee, you have a prepared statement which 
you would like to file? 

Mr. Ler. I would like to file it, yes, sir; and I would like to make 
a brief statement, if I may. 

Senator Dirksen. Very well, sir. 

First, will you identify vourself for the record, your full name and 
business, and where you reside? 

Mr. Ler. My name is Harry W. Lee. I am a lawyer, and I live 
in, and my office is in, Reading, Pa. 

I have been general counsel for this company 

Senator Dirksen. What company? 
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Mr. Ler. Karl Lieberknecht, Inc. It is a Pennsylvania corpora- 
tion. On September 1, 1943, the majority of the common stock of 
that company, which et that time was owned by a New York corpora- 
tion, which in turn was held by a Swiss corporation, was again in turn 
held by another Swiss corporation, and finally ended up in a little 
German bank, probably 25 by 25 feet, Y miles from the German border. 

Senator Dirksen. So what we have here is a pyramid starting with 
a little bank 

Mr. Ler. We start with a little bank. 

Senator Dirksen. Two intermediary Swiss corporations, one New 
York corporation, and a Pennsylvania corporation? 

Mr. Ler. That is correct 

Senator Dirksen. Proceed 

Mr. Lee. The original owner of this stock, Karl Richard Lieber- 
knecht, a German, shortly after the company was formed in 1927 
transferred the stock to this New York corporation and followed this 
course. This became the second multisection, full-fashioned knitting 
machine in the United States. Prior to this company’s starting into 
business, there was only one other company, Textile Machine Works, 
a very large company close to Reading, Pa.—it was the only other 
manufacturer of many-section machines. 

This company had a pretty terrible start. We went through the 
day s of the officers and directors borrowing money to meet payrolls 
until we got into the war in 1940. 

We were making war work prior to the war. We couldn’t make 
any progress because we had no base for excess profits tax purposes. 
But after the war was over in 1945, we started to do very well. 

This company, at the time that the stock was vested, had an equity 
stock value of about $167,000. Its capital was impaired to the extent 
of approximately $83,000. This Swiss bank, or whoever actually 
owns this stock, has 50.76 percent of the stock of the company. 

As of December 1953, the book value of this stock was $6,626,000, 
or we have enhanced the value of this stock 39-plus times. 

I am a stockholder in this company, and I represent all the minority 
stockholders of thiscompany. Iam very much opposed, as an Ameri- 
can citizen and having, I believe, some rights here, to the control of 
this company, the majority stock of the company, being handed back 
to Swiss or Germans or anybody else, whoever they are. We, the 
minority, have been the management in this company since its stock 
was vested. The Government, of course, holding, with the amount 
of stock that it vested, the control, assisted materially, and we got 
along with the Government all right, despite the fact that you have 
difficulties in getting along sometimes as quickly with a partner who 
is the Government as you would with an individual. But we got 
along well. 

We had hoped that this stock would be put up for sale by the Alien 
Property Custodian and would be sold to American interests, and we 
probably with others, or at least other American citizens, would have 
the right to buy this stock. We had made this company. Nobody 
else has made it. 

For a total stock equity in 1942 of $163,000, we are handing back 
50.76 percent of $6,600,000. That may not be a great deal of money 
as money goes, but it is a great deal of money to us. It is a great 
deal of money to the people that I represent, who live about Reading, 
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Pa. It is a very important thing also to the 1,200 employees that 
we have here who are paid wages comparable with the highest wages 
because these are skilled machinists, all of whom are Americans. No- 
body was brought over from Germany to do this. We are able to do 
it ourselves 

If this stock is handed back to the Swiss corporation or this Swiss 
cloak, whoever it may be, it is likely that the management will change. 
It is very, very probable that the management will change. It could 
be that this company would be removed from Berks County, Pa., to 
the great economic distress of our people. 

I think, sir, I agreed I would take 10 minutes. I don’t want to 
trespass too much. 

Senator Dirksen. Yes. 

One question, Mr. Lee. In the case of your company, there is also 
a section 9 (a) suit, is there not? 

Mr. Ler. There ts a section 9 (a) suit which was brought the last 
day before the statute of limitations elapsed. 

Senator Dirksen. So under at least the current and customary 
interpretation of section 9 (a), the matter cannot be resolved until the 
claims have been resolved. That is correct, is it not? 

Mr. Lee. I don’t know, sir. I understand that if this legislation 
passes 

Senator Dirksen. No. I was speaking about existing law. 

Mr. Ler. What do you mean, Senator? 

Senator Dirksen. There is a 9 (a) suit pending in the case of Karl 
Lieberknecht, Inc., is there not? 

Mr. Ler. Yes, sir 

Senator Dirksen. So actually, you cannot 
affairs resolved fully 

Mr. Ler. Until that suit is settled, that is correct. 

Senator Dirksen. What is the status of that suit? 

Mr. Ler. I understand it has been pending now for several years. 
I know nothing about the details, because the Government is handling 
it. Itis likely to be settled, I understand, sir. 

Senator Dirksen. Who are the plaintiffs in the case? 

Mr. Ler. The plaintiffs are the Swiss bank. 

Senator Dirksen. Oh, ves. 

Mr. Len. The record owners of the stock. 

Senator Dirksen. So you are on the 9 (a) hook, also. 

Mr. Ler. We are on the 9 (a) hook, also, sir, and if this legislation 
were passed, it is my humble opinion that the suit would disappear, of 
course, and the stock would go back to the record holder. 

Senator Henprickson. When you say “this legislation,’’ Mr. Lee, 
do you refer to the so-called Smith-Hendrickson bill? 

Mr. Ler. I refer, sir, to the present bill, S. 3423. 

Senator Henpricxson. I just wanted to know what you were re- 
ferring to. 

Mr. Ler. S. 3423. 

Senator Dirksen. Mr. Lee, that is an old story. I think you testi- 
fied before the committee before, did you not? 

Mr. Ler. No, sir. 

Senator Dirksen. I thought a statement was filed. Certainly we 
did go into the matter at that time. So the committee is not un- 
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familiar with the problem confronting Karl Lieberknecht and the 
equities that are involved. 
Mr. Ler. Thank you, sir It is very nice of you to hear me. 
Senator Dirksen. Not one bit 
Mr. Lee’s prepared statement follows: 


STATEMENT ON BIL S. 3423 


To the Honorable l’nited States Senators Vessrs. Dirkse n, Jenner, and Butler: 

Stevens & Lee, esq attorneys at law, through Harry W. Lee, esq., 18 South 
Fifth Stree Reading, Pa., representing the minority stockholders of Karl 
Lieberknecht, Inc., to wit: 36 plus percent of the common stock issued and out- 
standing, oppose Senate bill No. S. 3423 introduced into the Senate of the United 
States 


Karl Lieberknecht, Inc., a corporation with its principal office and only place 


of business located at Laureldale, about 4 miles from Reading, Berks County, 
Pa., was incorporated under the laws of the Commonwealth of Pennsylvania in 
1927 At the time of its incorporation, the principal shareholder was an 
Richard Lieberknecht, of Oberlungwitz, Saxony, Germany, who owned 1,27 

shares of the then common stock out of a total amount of 2,500 shares. The 
balance of the shares of common stock, to wit: 1,226 shares, were owned bv 
citizens and residents of the Commonwealth of Pennsylvania. The company 


was formed for the purpose of manufacturing multisection full-fashioned knitting 
machines, at which time there was only one other manufacturer of this type of 
machinery in the United States, to wit: Textile Machine Works, Wyomissing, 
Pa. Subsequently, Mr. Lieberknecht transferred 1,269 shares of the common 
stock owned by him to a New York corporation known as Kalio, Ine. Kealio, 
Inc., in turn had issued 3,437 shares of common stock of which 3,433 shares 
were held by a Swiss corporation known as Tristat A. G., Zurich, Switzerland, 
and the remaining 4 shares of which were held by American citizens. Tristat 
A. G. in turn was owned by another Swiss corporation known as Friedberg A. G, 
Zurich, Switzerland, said corporation holding 497 shares of the total amount of 
500 shares issued and outstanding and 3 shares of which were held by one Dr. 
Max Schneider, Zurich, Switzerland, a Swiss citizen. The stock of Friedberg 
A. G. inturn was held by a small Swiss bank located at Waedenswil, Switzerland, 
known as Bank Waedenswil, to the number of 47 ahares out of the total amount 
of 50 shares issued and outstanding; the other 3 shares were held by Friedberg A. G. 

September 1, 1943, the Alien Property Custodian vested the stock of Kalio, 
Ine., which controlled, as hereinbefore set forth, the majority of the stock of 
Karl Lieberknecht, Inc., namely, 50.76 percent. Several years later, Kalio, Inc., 
purchased the stock of Louis Hirch, deceased, in the amount of 306% shares of 
common stock bringing the amount owned or controlled by the United States 
Government to 63.01 percent of the issued and outstanding common stock. 

\t the time of the vesting of the stock by the United States Government through 
the Alien Property Custodian, the United States was engaged in a war with 
Germany and Karl Lieberkhnecht, Inec., was entirely engaged in the manufacturing 
of materials of war under contracts directly or indirectly with the United States 
Government. The company, at that time, was completely managed by citizens 
of the United States. The book value of the common stock as of December 31, 
1942, was $167,000 or $83,000 less than its stated common stock value and con- 
sequently its capital was impaired to the amount of $83,000. From the time of 
the vesting of the majority of the common stock of the company to the present 
time, the company has been managed by citizens of the United States and the 
book value of the common stock as of December 31, 1953, has risen to $6,526,000 
or approximately 39 plus times the book value as of the year immediately preceding 
the vesting of the stock. During this period, the Office of Alien Property has 


assisted in the operations of the company very materially. Until recently, the 
company employed about 1,200 men and women, who were paid wages equal to 
the average of the highest paid in the area of Berks County. The company has 


been most successful in the development of finer gage knitting machinery and at 
present has placed on the market 75 gage machines of a type finer than manu- 
factured anywhere else in the world. In addition, the company is developing 
other types of full-fashioned machinery for the manufacture of fashioned sweaters 
and is developing certain types of warp kni‘ting machinery. 

The minority shareholders owning in excess of 36 percent of the common stock 
of Lieberknecht now issued and outstanding, not taking into consideration 13 
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percent of the stock which was purchased by Kalio, Inc., from the estate of Louis 
Hirch, subsequent to the vesting of the Kalio stock, object to the return of the 
majority of the stock of said company to the Swiss interests, which may or may 
not be a cloak for the real owners living in Germany, because (1) the record owner 
of the majority of the common stock has had nothing to do with the management 
of the company and the magnificent enhancement of the value of the shares of 
stock, (2) if the stock is returned to the Swiss interests it is probable that the 
management of the company will be changed to the great injury of citizens of 
United States who own in excess of 36 percent of said stock not including the 13 
percent owned by Kalio, Inc., (3) it is possible that the company may be moved 
from Berks County, Pa. to Switzerland or Germany to the great economic distress 
of more than a thousand people on the payroll of the company, and (4) the minor- 
ity stockholders have always believed and relied upon the fact that the vesting of 
the stock would result in the Lieberknecht stock being sold in the United States 
to citizens of the United States and that they or others might have the right to 
acquire additional shares of stock of said company so that the control and owner- 
ship would remain in this country, 
Therefore, it is respectfully requested that the Committee on the Judiciary does 
not recommend this bill for passage by the Senate of the United States. 
Respectfully submitted, 
Stevens & Lee; by Harry W. Lee, attorneys for Frank Beacham, 
7,675 shares; E. Brand Beacham, Jr., 7,650 shares; Lynn C, 
Borda, 15,312 shares; Ray F. Borda, 15,312 shares; Albert 
Friedmann, 9,600 shares; C, A. Friedmann, 1,650 shares; Marjorie 
Woodward, 1,650 shares; Harry W. Lee, 2,500 shares; Rosedale 
Rtg. Co., 30,625 shares, 
Senator Dirksen. Is Mr. Kennedy here? Will you qualify yourself 
for the record, Mr. Kennedy? 


STATEMENT OF MILES D. KENNEDY, DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION THE AMERICAN LEGION 


Mr. Kennepy. Yes, Mr. Chairman and Senator Hendrickson. Mr. 
Chairman, I have a short statement which with your permission | 
would like to present, and then | have a qualification for the record. 

Senator Dirksen. Very well, sir. Proceed with your statement. 

Mr. Kennepy. Thank you, Mr. Chairman. 

My name is Miles D. Kennedy and I am the national legislative 
director of the American Legion. Our office is at 1608 K Street NW., 
Washington, D. C. 

I would like to express to you, Mr. Chairman and gentlemen of the 
subcommittee, the thanks and appreciation of our national organiza- 
tion for permitting us to appear before you in connection with your 
deliberations on the bill, S. 3423, to amend the Trading with the 
Enemy Act. 

The American Legion was born as the result of a conflict between 
Germany and the United States. The legislation under consideration 
here involves a basic principle upon which the American Legion 
expressed itself shortly after 1t was born. 

In the preamble to our national constitution we expressed the prin- 
ciple, and it is still there, as follows: 

lo make right the master of might. 

In presenting our ideas with relation to the pending bill, S. 3423, | 
hope you will keep in mind the American Legion is motivated solely 
by its desire to practice what it has always preached; namely, that 
the right thing must be done always. 

During the 1953 National Convention of the American Legion a res- 
olution dealing with the subject matter and emanating from the con- 








DS RETURN OF CONFISCATED PROPERTY 


vention committee on foreign relations, was duly adopted. <A portion 
of said resolution reads as follows: 

We urge that the Congress by proper legislation return to German nationals, as 
has already been returned to Italian nationals, their properties seized and now in 
the hands of the Custodian of Alien Property 

It is on the basis of the foregoing resolution that we appear before 
you in support of the bill, S. 3423 

I have read the final report of the Subcommittee To Examine and 
Review the Administration of the Trading with the Enemy Act of the 
Committee on the Judiciary, United States Senate, filed on or about 
the 27th day of January 1954. 

Several of the statements hereinafter set forth were taken from the 
final report. JI am frank to admit I do not see how the statements as 
contained in the final report could be improved upon, and furthermore, 
they appear to be in line with the thinking of the delegates to our 1953 
national convention when they adopted the resolution quoted above. 

We must keep in mind that the present policy of the United States 
Government is to encourage the investment of private funds in coun- 
tries all over the world. A continuance of a confiscatory policy with 
regard to alien assets in this country might well find the United States 
faced with the confiscation of billions of dollars’ worth of property of 
its own nationals by foreign governments and a precedence for such 
drastic measures set by our own example. 

As the language which I have quoted from our 1953 resolution will 
disclose, the national convention which adopted our position with 
relation to this seized enemy alien property made no reference to the 
source which we now understand brought about a change of policy in 
the United States on this subject. 

A careful reading of the report adopted by your committee, Mr. 
Chairman, will, we think, convince anyone that the failure to return 
seized enemy alien property was due to action started, inspired, and 
actually carried out by alleged Soviet agents operating within our own 
Treasury Department during World War IT. 

We earnestly recommend that every member of the United States 
Senate make careful study of the history which is rec orded within the 
pages of your committee’s report filed on January 27, 1954. And, we 
also earnestly recommend that every Member of the Congress obtain 
and study all available information relative to the operations of 
certain individuals named in the report, after they left the United 
States Treasury Department and were engaged in operations involv- 
ing the International Monetary Fund, matters involving reparations, 
settlements, and so forth. It is our firm conviction that after such a 
study any Member of the United States Congress would desire, as 
we do, to correct the wrongs which were brought about by the suc- 
cessful operations of those individuals. 

We respectfully submit it is inconceivable that the United States 
foreign policy can be so inconsistent as to be in the position of 
advancing huge sums of money to Western Germany and Japan, 
and on the other hand continue to administer millions in assets confis- 
cated from individual citizens of these countries on a theory of repara- 
tions or deterrent to future wars. As was stated by the American 
Bar Association on March 29, 1943, when its house of delegates 
approved the recommendations of its committee on custody and 
management of alien property: 
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Confiscation is contrary to the principles of law. It is contrary to our consti- 
tutional law principles, and to the principles of international law. When the 
reign of law for which we are fighting returns, parties injured by confiscation may 
be expected to seek just redress; and a just administration of law may be expected 
to award such redress. It has been so in the past, and if the basic traditional 
concepts of justice have meaning, it will be so again. 

Mr. Justice Cardozo in the case of Techt v. Hughes (229 New York 
222), in referring to the Trading With the Enemy Act of October 6, 
1917, 65th Congress, 1st session, Report No. 13, quoted therefrom 
as follows: 

Under the old rule warring nations did not respect the property rights of their 
enemies, but a more enlightened opinion prevails at the present time, and it 
is now thought to be entirely proper to use the property of enemies without 
confiscating it. 

Former Secretary of State Hull on May 27, 1953, the American 
Journal of International Law, volume 37, Januar y 1943, page 94, said: 

Moreover, the confiscation of these private funds by this Government and their 
distribution to American Nationals would react against the property interests 
(some very large) of American nationals in other countries. It would be an incen- 
tive to other governments to hold American private property to satisfy claims of 
their nationals against this Government and to pass upon such claims in their 
own way. It is important from my point of view, therefore, that the United 
States should not depart in any degree from its traditional attitude with respect 
to the sanctity of private property within our territory whether such property 
belongs to nationals of former enemy powers, or to those of friendly powers. 
A departure from that policy and the taking over of such property, except for a 
public purpose and coupled with the assumption of liability to make just compen- 
sation, would be fraught with disastrous results. 

The present foreign policy of the United States is directed toward 
the strengthening of the free world and integrating Germany and 
Japan into that policy. 

We submit therefore such a policy must be predicated on the devel- 
opment of good will and this can scarecely be accomplished by a puni- 
tive approach to the disposition of the property of alien nationals. 

As above stated, we as a nation seek to encourage private invest- 
ment in foreign countries. If, in the event of another war, other 
nations should follow the concept of irrevocable confiscation as a 
retaliatory measure, the philosophy now followed under existing law 
cannot be said to be conducive to the investment or risk of capital 
abroad. The problem is of sufficient importance to warrant prompt 
action by the Congress. 

I have read with a great deal of interest the items contained on 
pages 28 and 29 of the subcommittee’s final report wherein reference 
is made to cases of men born in Germany, and who were serving in 
the American Armed Forces when killed in action, but because their 
heirs were residents of Germany the assets of their estates were vested 
by the Office of Alien Property. In my humble opinion, such action 
was legally, morally, and ethically wrong and should not be condoned. 
In such cases, equity and simple justice should prevail. 

It is one thing to seize an enemy alien’s property while a war is 
being fought, but World War II has been over now for ne ‘arly 9 years 
and it is high time that the properties seized and still in the hands of 
the Custodian of Alien Property were returned to the German na- 
tionals, especially those who are not behind the so-called Iron Curtain. 

The anti-Communist nations of the world are desperately engaged 
in seeking an era of lasting peace. It is important that we of the 
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United States use every possible means of selling our ideals all over 
the world. 

The return of these vested properties would be a potent idelogical 
weapon in the cold war now being waged for the control of the minds 
of men. Let us do unto other nations as we would have them do 
unto us. 

To again quote from the preamble to the constitution of the Ameri- 
can Legion, “Let us make right the master of might.” 

Last March when Chancellor Adenauer was questioned about this 
subject, he said, and I quote from the New York Times of March 8, 
1954: 

Any just solution of this question will strengthen the confidence of the German 
people in the principles of the free world, will make fast the friendship between 
the American and German peoples and will relieve the German Government of a 
great worry. 

At a press conference a few days later, President Eisenhower was 
asked to comment on Dr. Adenauer’s statement. The New York 
Times of March 11, 1954, paraphrased the President as saying: 

This was a difficult problem, but he favored a return of the assets seized during 
World War II, as suggested by Chancellor Adenauer of West Germany. 

The United States of America have given West Germany approxi- 
mately $3% billion since 1945. The American Legion feels that the 
il will which we have incurred by our refusal to return the seized 
properties of West German nationals, has largely, if not entirely, offset 
the good will which our help to them should have built up for us. 

The American Legion feels it is high time that we remedy this con- 
dition, reverse the policy inspired by alleged Soviet agents, and return 
to the West Germans, now among our staunchest allies in Europe, 
the property which is rightfully theirs. 

Your attention is invited to the fact that the seized properties of 
the Italian nationals were returned approximately 7 years ago. 

The pending legislation constitutes a return to the policy of Hamil- 
ton, Marshall, Hughes, and Hull, in lieu of the policy of confiscation 
brought about by alleged Soviet agents working within our midst. 

It is my understanding that the United States authorities returned 
approximately one-half of the Krupp properties located in the Ameri- 
can-controlled zone of Germany. If that be so, what justification 
can there be for continuing to hold properties belonging to German 
nationals and which are located within the continental United States? 

Within the past week, in the course of Prime Minister Churchill’s 
visit with President Eisenhower in Washington, they jointly reaffirmed 
that West Germany should take its place as an equal and sovereign 
partner in the western community. To continue at the same time to 
treat West Germany as a vanquished enemy would be inconsistent to 
the point of absurdity. The people of West Germany, potentially 
our strongest allies in Western Europe, can hardly be expected to give 
us wholehearted cooperation in defending against Communist ag- 
gression if we are at the same time trying to relegate them to a sort of 
second-class status. 

I feel that the bill, 5. 3423, provides an expeditious method of han- 
dling the return of the vested properties to their rightful owners, 
and at the same time affords reasonable protection to American 
interests. 

Therefore, on behalf of the national organization of the American 
Legion, I respectfully request that the subcommittee approve the 
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bill, S. 3423, and so report to the full Senate Committee on the 
Judiciary. 


Senator Dirksen. Mr. Ke nnedy, of course I think your statement 


needs at least this supple ment: That where you endorsed the pe nding 
bill, Senate 3423, you are interested in and feel that the committee 
should in every case give abundant attention to amendments that 
would make it workable, get around any difficulties and valid objec- 
tions that have been raised, and in general perfect the bill so it would 
be a workable instrument. 

Mr. Kennepy. Mr. Chairman, we would buy that 100 percent. I 
can appreciate, as I know you do and the other gentlemen of the 
committee do, that no legislation is perfect the first time it is drawn, 
You have a very difficult problem to contend with here and I want to 
commend the members of the committee for the time they have spent 
on their study of this. I can well imagine that you are going to have 
to spend a lot more time before you get something that even you 
gentlemen of the committee will be 100 percent satisfied with. Just 
as I say, there probably will be some amendments necessary and 
anything you can work out along that line we will be very happy to 
cooperate with and support, I am sure. 

Senator Dirksen. You are appearing here officially this morning 
as director of the National Legislative Committee of the 
Legion? 

Mr. Kennepy. Yes, sir. 

Senator Dirksen. Thank vou, Mr. Kennedy. 

Any questions? 

Senator Henprickson. I have one or two questions. 

Mr. Kennedy, when you made your studies at the Legion conven- 
tion, did you have the bill before you? 

Mr. Kennepy. No, sir. That bill was not drawn. 
tion was last August, sir, in St 
duced. 

Senator Henprickson. You were just approving, 
ciple? 

Mr. Kennepy. That is right. I was not a member of the Foreign 
Relations Committee at the convention which did study the general 


principle involved. It was from that that I quoted the 
on page 1. 


American 


The conven- 
. Louis, and the bill had not been intro- 


then, the prin- 


resolution 


Senator HENDRICKSON. So in expressing support of S. 3423, you 
are not expressing any opposition to the so-called Smith-Hendrickson 
bill, are you? 

Mr. Kennepy. No, sir. We are not confining it to any particular 
bill, sir. It is the principle of the thing that we are involved with 
as enunciated in the statement which I have just read. We will 
support any bill that comes out of your committee along those lines. 

Senator Henprickson. Thank you very much, Mr. 

Senator Dirksen. Thank you, Mr. Kennedy. 

Any questions? 

Thank you again, sir. 


Kennedy, 


I think’at this point it might be well to insert in the record anum- 


ber of statements that have be en filed where witnesses have not asked 
to testify. 


One is a statement by Charles C. Parlin, attorney, New York City, 


and another by Thurston Greene of the law firm of Greene & ( ‘ook, 


30 Mason Street, Torrington, Conn. 
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Here is a statement by Raoul E. Desvernine in behalf of the Associa- 
tion for the Return of Japanese Seized Assets of Tokyo, Japan. Mr. 
Desvernine is an attorney with offices at 839 17th Street NW. 
Washington, D. C. 

Also the statement of Otto Brachold 

So, if there be no objection, those will be filed for the record. 

(The statements referred to follow: ) 


STATEMENT OF CHARLES C, Paruin, ATTORNEY, New York City 


1 am a senior member of Shearman, Sterling & Wright, of New York. My 
firm has for many years been active in the field of international law, representing 
many American interests with affiliates abroad and foreign interests with holdings 
in the United States. During the postwar years [ have had supervision of our 
work in Germany My appearance before this committee is on behalf of German 
clients whom we have represented in the past in connection with general corporate 
and financial problems 

S. 3423 should be adopted. I believe prompt return of vested property is 
essential if the United States is to achieve its goal of maintaining German confi- 
dence and cooperation against common threats Our Nation is asking German 
nationals to aline themselves with us. This request is difficult if we continue to 
treat them as enemies and to confiscate their private property. 

S. 3423 can be supported as a matter of national self-interest as well as on 
moral grounds and the creation of good international relationships. The United 


States historically has always stood firmly against confiscation. No nation has 
as much invested in foreign lands and as much at stake as has the United States. 
If our policy should now be reversed, with final confiscation of German and Japa- 
nese properties, American corporations with branches and agencies and invest- 


ments in foreign lands will find their holdings less secure, and aid from our State 
Department against confiscation and threatened confiscation less effective. 

The suggestion that only small amounts, up to some dollar limit, be returned 
lacks merit. Confiseation of large amounts only, if accepted in principle, would 
be disastrous to our own expanding foreign trade. Further, confiscation of larger 
amounts would defeat the primary benefit sought. Shares of German corporations, 
which have the larger interests, are widely held throughout Germany and the 
public is aware of the problem. Unquestionably, more persons are affected 
through share ownership than are affected by direct interest in some individual, 
relatively small, vested amount. 

The suggestion for the return of less than the proceeds, where_the property has 
been sold, or less than the full value where the return is to be in kind, is likewise 
without merit. No objection to a reasonable custodial charge can be made; a 
percentage was withheld on the return of vested property after World War I. 

But to confiscate in part, by some valuation formula or otherwise, both violates 
the principle long and consistently followed by the United States and fails in 
establishing the desired good will and confidence of the nationals involved. 

Testimony before this committee explained why, as a matter of policy, this 
Government returned property to Italian nationals, although they too were 
enemies during the war. The reason given was that, at the end, they allied 
themselves with us. There, the common enemy was fascism and Hitlerism. 
Now all of the free world has a different enemy and Germany is committed to 
join with us against that enemy. The reasons which impelled this Government 
to return the Italian property now apply with equal force to Germany. 

I believe 8S. 3423 should be adopted because it is morally right. The United 
States has a record against confiscation, both in act and in preachment. Non- 
confiscation has been a firm, basic principle of our ever-expanding foreign trade. 
Our trade relations with other countries have been premised upon respect for 
property rights of others and I earnestly hope that these basic principles will be 
continued. 





MEMORANDUM SUBMITTED IN CONNECTION WirtH S. 3423 
POINT I 


1. The proposed bill would add section 40 (a) to the Trading With the Enemy 
Act of 1917, as amended, so as to allow the return of vested property, ‘“* * * to- 
gether with any dividends, distributions, or other increment paid or allowed thereon 
subsequent to such vesting, * * *.’’ [Bill, p. 1, lines 7-9, italics added.] 
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Defect in bill 


2. Thus, returnees would receive— 
(a) Dividends received on a corporation’s stock; 
(6b) Distributions received from an executor on the settlement of an 
estate ; 
(c) Increment such as that resulting from growth of timber or increase in 
livestock. 

3. But what of the returnee who lost the use of his money? The bill contains 
no provision for paying him interest. Two types of cases come to mind: 

(a) The returnee whose property, at the time of vesting, happened to 
consist of nonproductive money; and 

(b) The returnee whose productive property was sold, and converted into 
money. 

In either case, governmental action has deprived the returnee of the productive 
use of his property. Per contra, the Government has had the free use of the 
money, and if it pays no interest for that use, has been unjustly enriched—just 
as much so as if it had received increment from the property, but had not turned 
it over to the returnee. 

4. It is manifestly unfair to return the increment on property taken, but to 
deny compensation for the use of money whose increment the returnee was 
deprived of through the Government’s vesting. The bill’s omission to include 
interest could be remedied by 

(a) the addition of the following after the comma on line 9 of page 1 of the 
bill, add: ‘‘and also interest at the rate of 6 per centum per annum on the amount 
of any money (or its equivalent) so vested, from the date of vesting to the date 
of payment, * * *’, 

(b) before the period on line 3, page 6, add: ‘‘except as provided in this section.” 

5. The suggested language is taken from the Condemnation Act as added by 
46 Stat. 1421, chapter 307, section 1, February 26, 1931 (being 20 U.S. C. A 
sec. 258a). 


”? 


Necessity for amendment 

6. The last paragraph of section 7 (c) of the Trading With the Enemy Act 
states: 

“The sole relief and remedy of any person having any claim to any money 
or other property heretofore or hereafter conveyed * * * to the Alien Property 
Custodian * * * shall be that provided by the terms of this Act * * *’. 
[Italics added.] 

7. The term “inerement’’, as it is defined in Webster’s New International 
Dictionary, 2d edition, is not broad enough to include interest (except such interest 
as may actually be earned). 

8. It is a well recognized doctrine, frequently reiterated by the Supreme Court 
of the United States, that in the absence of statutory authority, interest cannot 
be paid by the Government except pursuant to contract. 

See, for example, Henkels v. Sutherland (41 8. C. 285, 271 U. S. 298 at 301, 70 
L. Ed. 953 at 956) (also annotated in 51 A. L. R. 233), where the Court said: 
“The Government cannot be sued without its consent; and, accordingly, it can- 
not be sued for interest unless it consents to be liable therefor.” 

See also Seaboard Airline Railroad Company v. U. S. (261 U. 8. 299 at 304, 
67 L. Ed, 664 at 669), where the Court said: ‘‘The rule is that, in the absence 
of a stipulation to pay interest, or a statute allowing it, none can be recovered 
against the United States upon unpaid accounts [amounts?] of claims.’ [Italics 
added. ] 

Even in that case, however, it was held that by virtue of the Constitution’s 
prohibition against taking private property without just compensation, the 
owner of condemned property is entitled to interest. 


POINT II 


9. Section 43 of the proposed bill, page 10, lines 7-8, provides that the Office 
of Alien Property shall forthwith order the return of vested property in every 
case where 2 claim was filed by April 30, 1949, and no conflicting claim has been 
filed prior to December 31, 1953. It is suggested that the date April 30, 1949 
is taken from section 33 of the Trading With the Enemy Act, which (as it formerly 
appeared) required a notice of claim to be filed by April 30, 1949 ‘‘in the case of 
any property or interest acquired by the United States on or after December 
18, 1941, * * * .” However, the words “by April 30, 1949” were stricken by 
an amendment approved February 9, 1954, and the following inserted in place 
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thereof not later than 1 vear from the enactment of this amendment, or 2 
years from the vesting of the property or interest in respect of which the claim 
is made, whichever is later.” (Public Law 292, 83d Congress, chapter 4, sec- 
ond session, 8S. 373 It is submitted that the date of filing the claim should 





not be determinative, but that all vested property should be returned forthwith, 
whether the claim was filed before April 30, 1949 or after, so long as no conflict- 
ing claim was filed prior to December 31, 1953 


Respectfully ibmitted 
THURSTON GREENE. 


STATEMENT OF Raovut E. DesveRNINE, Esq. ON BEHALF OF ASSOCIATION FOR THE 
RETURN OF JAPANESE SEIZED ASSETS OF TOKYO, JAPAN 


My name is Raoul E. Desvernine with offices at 839 17th Street, N. W. 
Washington . oe a 

I appear and respectfu submit this statement on behalf of my clients, the 
Association for the Return of Japanese Seized Assets, of Tokyo, Japan, and 
severally for each claimant composing that association. 

This association was especially consituted by a group of Japanese claimants 
seeking the return of or compensation for their assets in the United States seized 
by the United States Government under the provisions of the Trading With the 
Enemy Act 

The association was created to consolidate the representation of as many 
Japanese claimants as desired to voluntarily associate themselves in a collective, 
coordinated effort in furtherance of their joint and several interests in order to 
simplify procedure in united action and to avoid duplication of effort 

I have previously noted my appearance on behalf of these clients in my letter 
of December 8, 1953 addressed to your committee’s chairman, to which reference 
is hereby made. Copies of this letter of December 8, 1953 were sent to each 
member of your subcommittee 

The individual claimants composing the association, whom I jointly and 
severally represent, with the respective amounts of their individual claims, were 
listed in a memorandum which I sent to your chairman under date of Decem- 
ber 29, 1953 and which I requested be incorporated in the records of your 
committer This memorandum shows the gross value of seized assets to be 
$84,358,964.94, with amounts of paid or known debts as $20,914,498.83. This 
makes the sum of $63,444,466.11 as the net amount due claimants after payment 
of debts All of these figures are subject to verification and correction. An addi- 
tional copy of this memorandum is annexed hereto, marked exhibit A, and is sub- 
mitted herewith for the record on this hearing. Of course, when 8S. 3423 becomes 
law, all of these claims will be each subject to proof as to validity, amount and 
recoverability as may be provided in said law 

I am also authorized to appear for Yamanaka & Co. of New York City, whose 
claim for $1,500,000 for seized merchandise has been filed with the Alien Property 
Custodian 

I am also authorized to appear for the Nippon Yusen Kaisha (Japan Mail 
Steamship Co., Ltd.) whose claim is for $144,087.83 (as per itemization hereto 
annexed and marked exhibit B This company has now affiliated itself with the 
association. 

The amounts of the above two claims should be added to the association’s net 
claims as listed on exhibit A. With the above 2 additions, I represent the aggre- 
gate principal amount of approximately $87 million of individual Japanese seized 
assets which, after payment of estimated debts, would be a net amount of over 
$65 million, which, as far as we can ascertain, we estimate is 80 percent to 90 per- 
cent of all private property of individual Japanese in the United States, seized 
by the United States Government In all of these figures, we have not included 
any seized property directly or indirectly owned or claimed by the Japanese Gov- 
ernment in the United States 

Undoubtedly, other Japanese claimants, not listed on exhibit A and not herein 
referred to, may separately appear or later present claims. 

I understand that your subcommittee desires no testimony as to the general 
philosophy of return as your subcommittee and its parent Senate Judiciary 
Committee have already voted for the principle of return. 

As to specific comments on the provisions of S. 3423, which you request, 
my clients have authorized me to state that they are satisfied with S. 3423, as 
presently before your subcommittee, and have asked me to sponsor on their 
behalf its early approval by your subcommittee and its parent Senate Judiciary 
Committee, looking to its early passage by the Senate and House. 
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It is assumed that to the extent that the proceeds from any Japanese seized 
assets have been transferred to war claims funds (which has been done according 
to exhibit A for approximately $42 million in respect of the listed claimants 
that such transferred amounts will not be deducted from the amounts found to be 
returnable to the individual claimants as these transfers were made by the uni- 
latera) and arbitrary action of the United States Government. At most, these 
payments into the war claims fund can be considered only as intergovernmental 
transactions subject to intergovernmental settlement between the Governments 
of the United States and Japan. Consequently, they cannot legally or just!y be 
levied against or offset against or deducted from the claims of private Japanese 
citizens. To claim otherwise would be to argue that a ‘“‘partial’’ confiscation is 
not such a confiscation of private property as is prohibited by the Hague conven- 
tions, the traditional policy of the United States, and disavowed by this com- 
mittee in its recent report. 

Possibly a reasonable compensatory custodial charge could be justified to in- 
demnify the custodian for administration expense. 

The principle of restoration of or oe compensation for seized assets of private 
citizens having been acknowledged by this committee in its final report on the 
ground that ‘the policy of confiscation of individual enemy property located in 
the United States has been an unsound deviation from international law and the 
historie policy of this Government’’ (United States), it is respectfully submitted 
that this committee now has the duty of promptly implementing that finding by 
appropriate legislation and repairing the damage done thereby. 

5. 3423 would do that satisfactorily and adequately in respect of Japanese 
claimants and, consequently, we urge prompt favorable action on 8. 3423 

Is such legislation necessary or advisable at this time? 

President Eisenhower in his recent speech to the National Editorial Association 
has answered this question. 

He said: “Japan cannot live, and Japan cannot remain in the free world, unless 
something is done to allow her to make a living.’ 

President Eisenhower continued: ‘Now, if we will not give her money, if we will 
not trade with her, if we will not allow her te trade with the Reds, if we will not 
try to defend in any way the southeast Asian area where she hes a partial trade 
opportunity, what is to happen to Japan? It is going to the Communists.” 

The restored assets or dollar compe nsation therefor, when received by the 
claimants as contemplated by 8. 3423, would find their way directly and immedi- 
ately into and would have their impact upon the Japanese economy. They 
would provide the economy with additional means to acquire and modernize 
productive facilities; to augment needed working capital; and to increase foreign 
purchases in the United States of raw materials at a serious moment in the 
Japanese economy and at a time when dollar credits are rapidly diminishing and 
other sources of credit and supply are totally inadequate. 

It seems clear that President Eisenhower timed his statement so as to empha- 
size the necessity that the United States Government, as a matter of international 
policy, assist in every possible way in the rehabilitation of a sound Japanese 
economy at this critical moment. It is obvious that S. 3423 will afford some 
relief = that direction. 

If Japan is effectively to play her rightful and desired part in building the 
foundations for a sound and lasting peace, it is imperative that she be restored 
to a viable economy. The viability of her economy is inextricably bound to a 
foreign trade cycle whereby food and raw materials are imported, the raw materials 
being processed into finished goods and the finished good exported for foreign 
exchange to finance the import of more food and raw materials. Japan is now 
dependent upon the United States for an assured supply of the foods and materials 
vital to her existence, and to purchase these Japan must have dollars. 

Financial assistance from the United States has in all forms been reduced 
drastically. After the cessation of Korean hostilities, direct and indirect military 
expenditures in Japan in connection with Korea ceased; and American occupa- 
tional spending is ‘‘petering’’ out. Even expected special procurement has 
declined. OFA aid is decreasing. Consequently, any dollar assistance to her 
economy becomes increasingly vital. It is this situation which President Eisen- 
hower undoubtedly had in mind. These conditions make any financial assistance 
(no matter how small) vital to the Japanese economy. Consequently, the return 
of or compensation for seized assets would be most helpful to Japan at this time, 
in addition to repairing an acknowledged rightful grievance. 

It is interesting to note that the Argentine, Brazil, Chile, Ceylon, and India 
have already agreed to return all property of individual Japanese seized by them. 
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ExuiBit B 
JAPANESE SEIZED ASSETS IN THE UNITED STATES OF AMERICA 


1. Present name of the company 
In English The Japan Mail Steamship Co., Ltd. 
In Japanese: Nippon Yusen Kaisha 
2. Name of the company in December 1941 
In English: The Japan Mail Steamship Co., Ltd.; In Japanese: Nippon 
Yusen Kaisha 


Value of assets as of Dec. 31, 1941 


Cash and deposit US$287, 909. 25 
Securities US$45, 395. 85 
Real estate a ‘ 
Others US$37, 190. 46 


US$370, 495. 56 
Amount of paid and/or known debts US $402,631.86. 
5. Amount vested in war claims funds unknown (if known 
6. Remarks: All of our assets and liabilities in United States of America are now 
in the course of liquidation by the trustee for the estate of Nippon Yusen 
Kaisha bankruptcy. 
According to his report 


Amount due as of June 24, 1953 US$193, 414. 50 
Assets held in the hands of the trustee as of the same date US$49, 326. 67 
Consisting of 
Deposits USS6, 846. 32 
Securities 41, 000. OO 
Others 1, 480. 35 
Thus the deficit amounting to US$144, 087. 83 


WasHINGTON 6, D. C., July 21, 1954 
Hon. Everett M. DrrKsEn 
Chairman, Trading With the Enemy Subcommittee, 
Senate Committee on the Judiciary 
U7. S. Senate Office Building, Washington 25, D.C 

My Dear Senator Dirksen: I appeared before your subcommittee on its 
hearings on July 1, 1954, on behalf of the Association for the Return of Japanese 
Seized Assets, of Tokyo, Japan, and severally for each claimant composing that 
association and submitted for the record a prepared statement to which was 
attached, as an exhibit, a list of each Japanese claimant which I represented 
with a breakdown of their respective claims 

Since then the Japan Cotton and General Trading Co., Ltd. (Nichimen Jitsugyo 
Kabushiki, Ltd.) with claims aggregating $509,382.96 has joined our association 
and has authorized me to include them in my representation as submitted July 1, 
1954. I would appreciate your making appropriate note on this in your sub- 
committee's record 

[ enclose you copies of the breakdown of the Japan Cotton and General Trading 
Co.’s claim for your records 

I would appreciate your confirming to me that due note of the above has been 
taken by your subcommittee and that the above has become part of your record, 
as a supplement to my submitted statement 

Very sincerely yours, 
taouL E. DESVERNINE. 


JAPANESE SEIZED ASSETS IN THE UNITED STATES OF AMERICA 


1. Present name of the company: 
In English: Japan Cotton & General Trading Co., Ltd. 
In Japanese: Nichimen Jitsugyo Kabushiki Kaisha. 
2. Name of the company in December 1941: 
In English: Japan Cotton & Silk Trading Co. 
In Japanese: Nil. 
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3. Value of assets as of Dec. 31, 1941: 
Cash and deposit ; .. US$54, 464. 51 
Securities___-__ i ‘ 400. 00 
Real estate a SE im 
Others - : 339, 207. 26 

Total i J 394, 071. 77 

4. Amount of paid and/or known debts 

5. Amount vested in war claims funds (if known) iu 


JAPANESE SEIZED ASSETS IN THE UNITED STATES OF AMERICA 


1. Present name of the company: 
In English: Japan Cotton & General Trading Co., Ltd. 
In Japanese: Nichimen Jitsugyo Kabushiki Kaisha. 

2. Name of the company in December 1941: 
In English: Japan Cotton Co 


In Japanese: Nil. 
3. Value of assets as of Dee. 31, 1941: 


Cash and deposit US$45, 400. 00 
Securities___ ; ‘a 36, 600. 00 

Real estate None 
Others 10, 500. 00 

Total 7 92, 500. 00 

4. Amount of paid and/or known debts 1, 304. 76 


5. Amount vested in war claims funds (if known) 


JAPANESE SrIzED ASSETS IN THE UNITED STatTEs OF AMERICA 


1. Present name of the company: 
In English: Japan Cotton & General Trading Co., Ltd. 
In Japanese: Nichimen Jitsugyo Kabushiki Kaisha. 
2. Name of the company in December 1941: 
In English: Yamakawa & Co. 
In Japanese: Nil. 
3. Value of assets as of Dee. 31, 1941: 


~ 


Cash and deposit . US$9, 476. 57 
Securities : ; 13, 000. 00 

Real estate ; wae 
Others ‘ 334. 62 

Total 22, 811. 19 

4. Amount of paid and/or known debts ae 


5. Amount vested in war claims funds (if known » 





STATEMENT OF OTro BRACHOLD 


I, Otto Brachold, reside at 58 Stratford Road, Brooklyn, County of Kings, 
State of New York. I was born in Germany but I have lived in the United States 
for many years and I am happy and proud to declare that I am a citizen of the 
United States of America. 

My mother, Anna Brachold, was born in Germany and resides and has always 
resided at 16 Uhland Strasse, Bad Wildbad, Wurtenburg, Germany. She is now 
old and enfeebled and has only a few years left of this life. 

My aunt, my mother’s sister, Mina S. Bodamere-Gaus, came to the United 
States a great many years ago and had been an American citizen for years prior 
to her death. 

On October 4, 1945, at Brooklyn, N. Y., my aunt, Mina S. Bodamere-Gaus, 
made her last will and testament, a true copy of which is hereto annexed and 
made part hereof, by which she bequeathed her entire estate (less some personal 
effects of little or no value) to her sister, my mother, Anna Brachold, then and 
now residing in Germany. Emphasis is placed upon the fact that Germany had 
unconditionally surrendered and hostilities had ceased almost 5 months before 
her last will and testament was executed, the unconditional surrender of Germany 
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having been signed May 7, 1945, at Reims headquarters, designating the cessation 
of hostilities for May 7, 1945, at 11:01 p. m. 

Mina 8. Bodamere-Gaus died at Brooklyn, N. Y., November 5, 1945, 6 months 
after the surrender of Germany and the cessation of hostilities. Her last will and 
testament was duly probated by the surrogate’s court, County of Kings, State of 
New York, on July 24, 1946 (index No. 5244/1946), and letters testamentary were 
issued appointing me the sole executor of her estate on July 24, 1946 (Liber No. 
314, p. 454) and I continued to and am still acting as the executor of the estate 
of \:ina 8S. Bodamere-Gaus, deceased At the time of her death, her estate was 
valued at approximately $18,000, consisting almost entirely of stocks in American 
corporations and cash in New York banks : 

By vesting order No. 10937, dated March 29, 1948 (reference D 28-11037, 
Alien Property Custodian No. 017—21089), the Office of Alien Property, in the 
name of the Attorney General of the United States, made demand upon me for 
the payment and delivery of the interest of my mother, Anna Brachold. in the 


estate of Mina S. Bodamere-Gaus. This claim has been resisted by me up to and 
including the present time and I have made no payments or deliveries under said 
vesting orde While sympathy has been expressed by various attorneys in the 


Office of the Alien Property Custodian because of the facts of the case, thev have 
stated that in the present state of the law relating to alien property they are power- 
less to afford relief, and that relief must come through an amendment to or repeal 
of the alien property law or such other provision which may be made, legislatively, 
to right the wrong and injustice suffered by my mother and others similarly 
affected 

By petition dated on or about April 30, 1954, the office of the United States 
attorney at Brooklyn, N. Y., has brought on a proceeding in the surrogates’ court, 
Kings County, to compel me to account as executor under the will of Mina 8S. 
Bodamere-Gaus and such proceeding is now pending. 

On July 1, 1946, by an assignment duly executed before Frank K. Schilling, 
American vice consul at Stuttgart, Germany, my mother, Anna Brachold, assigned 
all of her right, title, and interest in the estate of Mina S. Bodamere-Gaus to me. 
A true copy of such assignment is hereto annexed and made part hereof. However, 
I am informed that the various attorneys in the Office of Alien Property have re- 
fused to recognize this assignment, upon the ground that my mother having been 
a so-called enemy alien at the time of such assignment was without power to con- 
vey her interest to me, even though her interest had been created 6 months after 
the unconditional surrender of Germany and the cessation of all hostilities. 

It is my contention that the alien property law, as written, was an act of savage 
vengeance which could only have the effect of prolonging the animosities and ten- 
sions of war. Leaving aside the motivations and purposes of the law, however, I 
respectfully submit that some way must be found to grant simple justice in a situ- 
ation such as we have here—where an American citizen, making a will 5 months 
after the unconditional surrender of the enemy leaving her property to her sister 
living in the surrendered country, then dying a month thereafter, the United States 
seeks to confiscate the product of her lifetime and deprive her sister of her inheri- 
tance years after the termination of war. 

All of which is most respectfully submitted 

Orro BRACcHOLD. 
In the name of God, amen 


I, Mina 8S. Bodamre-Gaus, now residing at No. 58 Stratford Road, in the 
Borough of Brooklyn, County of Kings, City and State of New York, being of 
sound and disposing mind, memory, and understanding, do hereby make, publish, 
and declare this to be my Last Will and Testament, to wit: 

First: I direct my Executors hereinafter named to pay all my just debts, funeral 
and testamentary expenses as soon after my decease as may be practicable. 

Second: I give and bequeath all my personal effects to my frien’, Mrs. Mina 
Panitz, of 1406 Sixth Street, North Bergen, New Jersey. 

Third: All the rest, residue and remainder of my estate both real or personal of 
which I may die seized or possessed or to which I may be entitled at the time of 
my decease, I give, devise, and bequeath to my sister, Anna Brachold of 16 Uhland 
Strasse, Bad Wildbad, Wurtemberg, Germany. 

Fourth: I hereby nominate, constitute, and appoint Otto Haun of 186-26 
Midway Parkway, Jamaica, New York, and Otto Brachold of 58 Stratford Road, 
Brooklyn, New York, Executors of this my Last Will and Testament, hereby 
giving and granting unto them full power and authority to sell and convey any 
and all of my real estate at public auction or private sale, or such price or prices 
and upon such terms as to my said Executors shall seem best for the interests of 
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my estate, and good and sufficient deed or deeds of conveyance to make, execute 
and deliver to the purchaser or purchasers thereof; and I direct that no bond or 
other security be required of my said Executors for the faithful performance of 
their duties as such hereunder 

Lastly: I hereby revoke and annul any and all other or former Wills by me at any 
time heretofore made. 

IN WITNESS WHEREOF, I have hereunto set my hand and seal this the 4th 
day of October in the year of our Lord one thousand nine hundred and forty-five 
in the Borough of Brooklyn, City and State of New York. 

Mina 8S. BopaMERE-Gavs_ [sEAL]. 


The foregoing typewritten instrument was at the date thereof subscribed by 
Mina 8S. Boaamere-Gaus, the testatrix therein named, in our presence, and she at 
the same time declared the said instrument so subscribed by her to be her Last 
Will and Testament, and we thereupon, at her request, in her presence and in the 
presence of each other have subscribed our names as witnesses thereto. 

D. E. Meeker, 9 East 10th Street, New York, N. Y. 

{osa Pinchuk, 225-02 137th Avenue, Laurelton, N. Y. 

Marguarite Bass, 160 Lincoln Avenue, Sayville, N. Y 


ASSIGNMENT 


Whereas my sister Mina 8. Bodamere-Gaus, formerly of 58 Stratford Road, in 
the Borough of Brooklyn, County of Kings, City and State of New York, died in 
the Borough of Brooklvn, on the 5th dav of November, 1945, and 

Whereas, my said sister Mina 5S. Bodamere-Gaus by her Last Will end Testa- 
ment bearing date the 4th day of October, 1945, gave, devised and bequeathed 
to me her entire Estate, less certain personal effects given and bequeathed to 
Mina Panitz, and 

Whereas, the said Last Will and Testament bearing date the 4th day of October, 
1945 is ebout to be offered for probste, in the Surrogates Court, County of Kings, 
Stste of New York, end 

Whereas, it is my wish aud desire to transfer and convey all of my right, title, 
and interest in and to the Estate of the said Mina S. Bodamere-Gaus, and in and 
to the property given, devised, and bequeathed to me, by the said Mina 8, Boda- 
mere-Gaus, to mv son, Otto Brechold, residing at 58 Stratford P.oad, in the 
Borough of Brooklyn, County of Kings, City and State of New York, 

Now therefore, for good and valuable considerations, the receipt of which I 
hereby acknowledge, 

I do hereby sell, assign, transfer, and set and deliver over unto the said Otto 
Brachold, his executors, administrators, and essigns, all and every my rizht, title, 
and interest in and to the Estate of Mina 8. Bodamere-Gaus, and in and to all and 
every property, real, personal, or mixed, and wheresoever the same may be situate, 
which I am to receive or shall be entitled to receive as the residuary legatee under 
the Last Will and Testament of the seid Mine. 8. Bodamere-Gaus, besring date 
the 4th dav of October, 1945, which Last Willand Testament is about to be offered 
for probate in the Surrogate’s Court, County of Kings. 

IN WITNESS WHEREOF, I have hereunto set my hand and seal this Ist day of 
July 1946. 

Anna Brachcld, also known as Anna Brachhold. 

Elise Stern 

Gottlob Klingler 
GERMANY, CITY OF STUTTGART, 

Consulate of the United States of Americc, ss 

I, Frank K. Schilling, duly commissioned end qualified, certify that Anna 
Brachold personally appeared before me this Ist day of Jul; , 1946, and executed 
the above assignment and acknowledges the «.bove as her signature. 

Prank K. ScHiLiinea, 
Americen Vice Consul. 

[SEAL] CONSULATE OF THE UNITED STATES OF AMERICA, 

Cancelled American Foreign Service Stamp, $2.00 

Service No. 370. 

Fee $2.00. 

*M 20.00. 


Senator Dirksen. I think next on the list is Mr. Harvey Reeves, 
an attorney from New York City. Is Mr. Reeves here? 
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STATEMENT OF WILLIAM HARVEY REEVES, ATTORNEY AT LAW, 
NEW YORK CITY, N. Y. 


Senator Dirksen. Mr. Reeves, have you ever appeare «1 before this 
subcommittee or on this subject matter? I have no recollection of 
that in the testimony we took last year or earlier this year. 

Mr. Reeves. No, sir, I have not. 

Senator Dirksen. Will you qualify yourself for the record, please? 

Mr. Reeves. | will be clad to do so 

My full name is William Harvey Reeves. I am an attorney, with 
offices at 20 Exchange Place, New York City. I am, and have been 
since 1926, associated with the firm of Shearmane & Sterling & Wright, 
except for the period during the war. 

The two definite interests which I have had in this and similar bills 
may be divided into one which we will call an academic interest, and 
the other a practical lawver’s interest. 

In 1941, being somewhat concerned with the world situation and 
feeling that there was some apathy, except perhaps in Washington, 
looking toward that situation, I made efforts to see if I could not 
join with those who were engaged in the defense effort. So I went 
with the United States Treasury, taking leave of absence from my 
firm, and while there I was conceraed with the foreign-funds control. 
I was particularly concerned with the census of foreign property in 
the United States, property which we are discussing here now, and 
also with the census of American property abroad. 

I left there in the early fall of 1943, and was with the State Depart- 
ment thereafter, the Financial Division, where I acted as liaison be- 
tween that Division and the Treasury Department in connection with 
these same matters. 

Senator Dirksen. How long were you in the Government at that 
time, all told, Mr. Reeves? 

Mr. Reeves. I was there a total of 4 years. In 1945, I returned 
to the same firm from which I had leave of absence, the name of 
which I have already given. 

In order that there shall be no misunderstanding as to my position 
in the this matter, may I say that I felt then and I feel now that the 
work of foreign-funds control, whether it was operated by the Treasury 
or later by the Office of Alien Property in the Department of Justice, 
was a very important matter in the war effort. I want this com- 
mittee to know that I approve very heartily of all of the purposes and 
the efforts which were made at that time, not necessarily, of course, 
as to every particular measure, but ce rtainly as to the purposes. 

I may say that I feel even proud that I was a part of that effort. It 
is perfectly clear, however, that it is no inconsistency to say that I 
did not believe in confiscation. Those are two separate points. In 
fact, it seems to me that they have been made as separate points this 
morning by the Assistant Attorne *y General who testified here, who, 
if I heard his testimony correctly, said he didn’t believe in confiscation 
either, but on the other hand he found certain objections to this bill 
which was to undo the question of confiscation. 

I came here this morning, Mr. Chairman, not to discuss the policy 
which is back of this bill, but merely to suggest certain amendments 
or changes to this bill in order that it might accomplish the purpose 
which it obviously is designed to do. So, if I may, Mr. Chairman, I 


’ 
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will confine my remarks solely to that, with the understanding that 
[ shall be available if there is any further or different testimony on any 
other subject on which I could testify before this committee or be 
useful. 

Mr. Nairn has already indicated in some of his questions to Colonel 
Townsend this morning one of the matters about which I had had 
some fear and which I presented to the committee, and that was that 
under the confiscatory decrees of Allied Governments we might find 
ourselves, as Americans, in the very peculiar position of returning 
the property for the purposes as indicated, and finding that it was 
seized by the governments of these Allied countries. 

That is very easy to do. I can give any number of illustrations. 
For example, there were in the Allied countries, notably, in Holland 
and Belgium—France, too, for that matter—subsidiaries of German 
companies, and their assets here in the United States are part of the 
assets which have been seized by the Alien Property Custodian. If 
there is a German entity in any of these Allied countries and the 
property should be returned to the record owner as here indicated, 
it would be returned to a person who would still be under the laws 
of that country an enemy alien, and the property would immediately 
be seized. 

Senator DirksEN. Let us see if we understand that, Mr. Reeves. 
The German company has a subsidiary in Holland. 

Mr. Reeves. Yes. The subsidiary in Holland had some bank 
accounts in New York, or investment accounts. Let’s make it easy. 

Senator Dirksen. So those investment accounts, now held by the 
Office of Alien Property, if restored to the record holder would then 
go to the subsidiary in Holland? 

Mr. Reeves. And that is already designated as German, and the 
property is confiscated. 

Senator Dirksen. There is on the books of Holland, legislation or 
statutes which make it possible to seize that property if it were 
returned there? 

Mr. Reeves. In fact, [ don’t want to pick out any one particular 
country. 

Senator Dirksen. Any country will do. 

Mr. Renves. Yes. Because, as a matter of fact, they were all 
parties to the Paris agreement signed in December 1945. 

The situation also is peculiar in still another respect, and that is that 
where there have been in these Allied countries subsidiaries of the 
Germans, sometimes those subsidiaries have been wholly seized by 
stock ownership seizure. We also use that device here in the United 
States. Where that has occurred, then those subsidiaries may now 
be, some of them definitely are, independent Dutch corporations and 
the stock either is owned by the Dutch Government, the French 
Government, the Belgium Government, the Norwegian Government, 
or whatnot, or else has been sold to nationals of that country. If this 
property was then returned to such a company as that, we need a very 
strong statement here to make sure that it would not merely become 
a windfall for this now wholly owned Allied company. 

So, for that reason, as Mr. Nairn read the amendment this morning, 
and it was definitely along the lines which I had offered and suggested, 
it occurred to me that it must be abundantly clear that not only 
should there be precaution agaist the seizure by the Government 
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itself, but that the property should not fall in the hands of such a 
corporation as I have indicated and be used without regard to really 
the beneficial owners, the German corporation or German stockholders 
which had that original interest. 

I think, Senator, that is the only matter which I would care to 
bring to the attention of this committee at this time, although, as I 
have said, I shall be available for any other matters which may come 
up. 

Senator Dirksen. You heard the discussion this morning with 
respect to the so-called national interest proviso here. You heard 
Mr. Derby testify? 

Mr. Reeves. Yes. 

Senator Dirksen. Do you have any comment on that matter? 

Mr. Reeves. I have heard that argument before, and it has seemed 
to me that the national interest is something which transcends any 
of the regulations which we have here be fore us or anywhere else. 
It is fundamental in the history of the Republic that we have a right 
of eminent domain. If any particular property is essential or neces- 
sary for the national interest, it seems to me almost a commonplace 
that this country has the right to take it, and that is a general state- 
ment from which I would not recede. 

However, I do somewhat deplore the idea that the mere fact that a 
foreigner has an interest in the United States in some business here is 
peradventure a cloaking or is something subversive or wrongful. I 
might remind the committee that it is just this technical know-how 
and it is just this question of foreign investment in which we in the 
United States are endeavoring to assist other countries throughout 
the world, and if we are to be afraid of any foreign investment “here, 
then it would seem to me that we can understand perfectly well why 
any country in the world would be afraid of our foreign investments. 

However, this does not trespass on the question of national interest, 
for every country has the right to determine its own relations, its anti- 
trust laws, for example, and other matters of that kind. In cases 
where there is industry which is so essential to the defense of the coun- 
try that it wag should be held by the Government itself or should be 
held strictly by supervised persons, citizens, and residents with no 
loyalty to that country, it seems to me that that would be reasonable. 

Senator Dirksen. Any questions? 

Senator Henprickson. Mr. Reeves, have you studied the so-called 
Hendrickson-Smith bill? 

Mr. Reeves. I think I am somewhat familiar with it. 

Senator Henprickson. Would you care to make any observations? 
Certainly under the provisions of that bill, there is no such thing as 
confiscation. 

Mr. Reeves. Perhaps I don’t understand exactly what the Senator 
means. 

Senator Henprickson. That is the bill where these properties have 
vested, which would permit, after declaration by the President of an 
emergency, the sale of the property; and the money, the proceeds of 
the sale, would be held in escrow pending litigation which would 
determine the rightful ownership of the money. 

Mr. Reeves. You mean, then, Senator, that in time of war or other 
national emergency, that the President could direct the sale of any 
property which belonged to the enemy? 
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Senator Henprickson. Virtually, that is the situation. 

Mr. Reeves. It seems to me that is far more drastic than is neces- 
sary, for all property which exists in this country 

Senator HenprickKson. Have you ever read the Hendrickson-Smith 
bill? 

Mr. Reeves. I misunderstood the question. I don’t think I am 
familiar with that particular bill. 

Senator Henprickson. All right, then, we had better not discuss it. 

Mr. Reeves. I would not be competent to discuss it. I thought 
it was a different bill to which you were referring, sir. 

Mr. Nairn. Mr. Reeves, you heard the testimony of the Assistant 
Attorney General with regard to the accretion in value of these prop- 
erties and the objections which he had to the return thereof to former 
owners of record. Would you care to comment on that, please? 

Mr. Rexvas. His argument seemed to be that they are getting back 
more than they put in. But if we are to give back the properties or 
not confiscate the properties, it seems to me they must receive it back 
again. The whole price level of the world has increased since those 
properties were first placed here, and unless the properties were 
liquidated as has been suggested here, then we would expect that 
those properties, with any other properties, would increase. 

Mr. Narrn. Do you believe that this increment should be withheld 
in the event of a return? 

Mr. Reeves. I do not know how you could figure out such an 
increment, and you would have to dismember the properties to do it 
or liquidate them entirely. So that would be a complete liquidation 
program rather than the return of the properties as such. 

I do not understand that the purpose of this bill is to eliminate 
foreign investment in the United States, nor would I support such 
an idea. 

Mr. Naren. Have you given any thought to the provisions of the 
bill which relate to the elimination from the return of individuals 
convicted of war crimes? The language in the bill is contained on 
page 2, lines 22 through the first line on page 3. 

Mr. Reeves. Mr. Nairn, 1 have been concerned only with the 
workability of this bill, with the intention embodied in this bill to 
return the property to the Germans and Japanese from whom it was 
taken, or who had interest in this property. My sole concern has 
been to see that that was done, rather than with the policy as indicated 
here. 

Mr. Narn. In that case, I will direct another question to the 
individuals to whom return is intended. There was also reference 
made to the possibility that there might be what was termed a windfall 
to cloaking corporations in neutral countries rather than the flow of 
this property from our Government to the Germans or Japanese, as 
the case may be. 

Mr. Reeves. The word “cloaking,” it seems to me, is more or less 
a wartime word. It carries with it some indication of surreptitious- 
ness. I do not understand that there is any particular objection to a 
wholly owned American corporation abroad; and yet, if we applied 
the same word, that would be a cloaking of American interests in some 
foreign country. 

I do not understand, further, that it is unlawful or even unfair in 
the law of agency to be an agent for an undisclosed principal in any 


50478—54 6 








~J 


6 RETURN OF CONFISCATED PROPERTY 


particular transaction. I do not see how the windfall would come, 
as suggested, to this cloak, who may be a trustee, an agent, a corpo- 
ration, or what-not, because it is clear that that particular person has 
been selected originally by the owner of the property to manage the 
property or whatever it may be, and I think that we could safely 
leave to his own selection or his successors’, and to the courts of the 
appropriate country, as to the relations between those two. 

| agree with you it would be very unfortunate if merely the person 
who was an agent or a trustee should get all the money, but I don’t 
see how that would be normally possible. 

Mr. Nairn. In other words, you would return to the normal 
channels of commerce in such relationship? 

Mr. Reeves. | believe that is the way back to normal international 
relations, and that the courts can take care of any inequities. They 
stand open under our treaties for foreigners here, and are open in the 
other countries. 

Senator Henprickson. Mr. Chairman, I would appreciate it very 
much, as one member of the committee, if Mr. Reeves would obtain 
a copy of the Hendrickson-Smith bill and take it back to New York 
with him, and study it and let us have the benefit of his views. 

Mr. Reeves. I expect to be here tomorrow, and it may be I could 
give my views on it at that time. I would be happy to do that. I 
expect to be available here 

Senator Henprickson. We would be happy to have it. 

Mr. Reeves. I thank you. 

Senator Dirksen. Thank you, Mr. Reeves. 

Mr. Reeves. I am reminded that in my general statement I 
omitted one statement which I would like to make in regard to the 
provisions I suggested in answer to Mr. Nairn. 

It does seem to me that it is fair to these other countries who have 
the confiscatory laws to merely suspend for the time being the funds 
to be returned, and fair also to the persons who would have an interest 
in it, until they can give assurances that the person to whom the 
property is to be returned is sure to benefit from it. 

[ shall be very happy to go over the suggested amendment which 
was read here this morning, solely with a view to having it operate 
in that way. 

Senator Dirksen. Thank you, Mr. Reeves. 

Is George Riley here, national legislative representative for the 
American Federation of Labor? 

Is Mr. John B. Ryan, Jr., here? Are you Mr. Ryan? 

Mr. Ryan. Mr. Chairman, I am Mr. Ryan. I ask that our testi- 
mony be postponed until tomorrow, if it meets with your convenience, 
because Mr. Riley, who didn’t think he would be testifying until 
tomorrow, has just left for his office; and Mr. Perone, Mr. Riley, and 
[ are representing labor on this question. 

Senator Dirksen. We will be glad to hear you, Mr. Ryan. I am 
thinking a little about the time. Evidently we have a rather sub- 
stantial agenda of witnesses for tomorrow. We have a number that 
we will probably not reach today. 

One reason for running late is that the bells will be ringing for some 
rollealls on the tax bill this afternoon. So I was glad to bear along 
for a while so we could get as far down the list as we can. 

Do you have a long statement? 
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Mr. Ryan. No, sir. 

Senator Dirksen. Very short. We will make every endeavor to 
reach you and Mr. Perone and Mr. Riley tomorrow. 

Is Mr. Rosenthal here? 

Mr. RosentHa.. Yes, sir. 

Senator Dirksen. Will you come forward, please? Will you give 
your full name and identify yourself for the record? 


STATEMENT OF MILTON F. ROSENTHAL, PRESIDENT, HUGO 
STINNES CORP., AND HUGO STINNES INDUSTRIES, INC., NEW 
YORK CITY, N. Y. 


Mr. Rosentuau. Yes, sir. 

My full name is Milton F. Rosenthal. I am the President and 
director of Hugo Stinnes Corp., and Hugo Stinnes Industries, Inc. 

Senator Drrxsen. Where do you reside? 

Mr. RosentuHau. In New York City, Senator. Our companies have 
their principal offices at 541 Lexington Avenue, New York City. 

Senator Dirksen. These are foreign companies? 

Mr. Rosentuat. No. These are two Maryland corporations which 
have been in existence since 1926, whose securities are traded on the 
American Stock Exchange, formerly known as the New York Curb 
Exchange, and which have together probably in the neighborhood of 
4,900 security holders, practically all of whom are American nationals. 

Senator Dirksen. These are manufacturing corporations, I take it. 

Mr. Rosentuar. No, Senator. These are holding companies which 
are engaged themselves in some slight operations more or less related 
to our overseas operations, but they are the holding companies of the 
so-called Stinnes Enterprise, which comprises more than 100 separate 
affiliated and subsidiary companies engaged in business throughout 
Western Europe as well as in Canada and to some extent in this coun- 
try. 

Senator Dirksen. Mr. Rosenthal, I see you have a rather substan- 
tial statement here. 

Mr. Rosentua. Yes, sir. 

Senator DirKsEN. Suppose we file your statement in its entirety in 
the record, and then you take a little time to highlight any comments 
with reference thereto, if that is satisfactory to you, sir. 

Mr. Rosentuau. Yes. I would like very much to take advantage 
of the opportunity to highlight some of the comments here. 

Senator Dirksen. Very well. 

Mr. Rosentuat. I think I might indicate first that the Stinnes 
Enterprise is a rather substantial enterprise. There are approxi- 
mately 28,000 employees in the Stinnes system. 

Senator Dirksen. By that you mean abroad and here? 

Mr. Rosenruat. Abroad and here, but the principal activities are 
abroad. They are conducted in Germany, Denmark, Holland, 
Belgium, Sweden, Italy, Austria, and Switzerland. The companies 
are engaged in diversified activities, including the production, trans- 
portation and distribution of coal, coke, briquettes, and petroleum 
products, the production of electric power, coke over gas, glass and 
chemical products, and ocean and inland waterways shipping. 

aan American Stinnes companies are the parent companies in that 

ystem, and have occupied that status since their organization in 1926. 
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I might say at the very inception, if I might, Senator, that I am not 
appearing here in opposition to the bill so far as its basic principle is 
concerned. I am appearing here simply in opposition to the bill as 
presently worded. It is not our objection that the bill proposes to 
return property to German nationals. Our objection is that in our 
particular case the bill would have the clear effect of returning con- 
trol of the American Stinnes companies and the Stinnes system to 
people who have deliberately utilized such control in the past im- 
properly to serve their own interests, at the direct expense of the 
numerous and substantial American security holders of that enter- 
prise. 

We have proof in voluminous quantity and quality to establish the 
activities that the Stinnes family engaged in during the war when, 
due to the severance of communications between the American 
parent companies and their properties in occupied Europe, the 
Stinnes, family exercised de facto control over such properties. 

Senator DirksEN. May I say, Mr. Rosenthal, as I sought to make 

clear this morning, that this is an exploratory effort for one thing, 
and, secondly, the last thing that either this or any other committee 
or either branch of Congress will do would be to prejudice or put 
an American citizen in an adverse position. That is the last thing 
we would do. If for any reason language is not too skillfully drawn, 
obviously it can be corrected. That is the reason for a hearing like 
this: That weaknesses and faults may be pointed out and measures 
suggested whereby they can be corrected. 

Mr. Rosentuau. Thank you very much, Senator Dirksen. That 
is precisely the reason I am here, to point out that the bill as presently 
worded would work a real injustice to a very substantial nun ber of 
American security holders of these companies, and that with some 
slight changes the essential purpose of the bill can be accomplished, 
even in the Stinnes situation, and at the same time while being fair 
to Germans, be just as fair to Americans. I am sure that is the intent 
of the committee. 

I would like to describe just a few of the transactions—and these 
are just a few—that took place during the war when our control over 
these properties no longer existed from a factual point of view. | 
might mention that the actual American control over these properties 
has existed for at least the last 18 years, from 1936 on, when an 
American court—in fact, Judge Coleman of the United States District 
Court for Baltimore, Md.—established a voting trust for a majority 
of the stock of Hugo Stinnes Corp., the parent company of the system, 
to be controlled, as he specifically stated, by American citizens in. the 
interest of American security holders. 

During the war the Stinnes family caused a spurious stockholders 
meeting to be called of our principal European subsidiary, organized 
under the laws of Germany and known as Hugo Stinnes G. m. b. H.., 
which is a type of corporate designation meaning a limited liability 
company. 

At this meeting, which was held in May 1941, without the knowl- 
edge or consent of the American companies or any of their officials, 
the capital of that company, which was comparatively nominal, was 
doubled and the Stinnes family, through one of its wholly-owned 
partnership companies subscribed to all of such newly issued capital 
stock. That company was the principal conduit for the ownership 
by the American companies of their major properties in Europe. 
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Following the war, with the assistance of the Allied occupation 
authorities and especially of the Department of State, we obtained 
the earliest possible permission to go to the German courts to insti- 
tute legal action for the rescission of that capital increase. That 
permission was granted, and we obtained a judgment of a German 
court and implemented it and eliminated that capital increase. 

We have an important company in Denmark which has been wholly 
owned by the American companies since 1926, whose translation is 
the Copenhagen Coal & Coke Co. In 1940, in December, without the 
knowledge or consent of the American companies, a spurious stock- 
holders meeting of this company was called. At that meeting the 
capital of that company was more than doubled, and the new capital 
stock was subscribed for by the father-in-law of Hugo Stinnes, Jr., 
using for that purpose funds sent to him at the direction of Hugo 
Stinnes, Jr., by our main subsidiary in Germany, Hugo Stinnes 
G. m. b. H. 

Following the war, under threat of legal action, we compelled the 
surrender of that additional capital stock to ourselves. While that 
company in Copenhagen was thus controlled, de facto, by Hugo 
Stinnes, Jr., and his father-in-law during the war, they caused that 
company to pay upward of 800,000 Danish kroner without any 
consideration whatsoever, to relatives of the Stinnes family residing 
in Denmark, and they expended all of such funds and did not set them 
up as accounts receivable on their books. 

Following the war, where possible we resorted to the Danish courts 
and got judgments against the recipients of those funds and foreed 
them to disgorge the moneys that they had received. Unfortunately, 
in some instances Danish statutes of limitations had intervened, 
which prevented us from being successful in these legal actions. 

Another instance: During the war, one of our Dutch subsidiaries, 
a wholly-owned company, was compelled by Hugo Stinnes, Jr., to 
sell two valuable vessels which it owned, to a company in Germany 
belonging to the Stinnes family, for a price considerably below its 
then actual value. Following the war one of such vessels was located, 
and the Dutch government repatriated it and seized it on the ground 
of the illegal wartime sale. 

Because of legal technicalities and despite our suit in Dutch courts, 
we were never able to recover that property, and therefore we lost 
the excess valuation of those boats over and above the price that had 
been paid to our Dutch subsidiary for them. 

Another illustration: During the war our most important coal mining 
subsidiary in Germany, which owned an oil distributing company then 
capitalized at a nominal basis of 50,000 marks, was compelled to sell 
that company for the nominal amount of its capital, 50,000 marks, 
to a company owned wholly by the Stinnes family. That company 
that was thus sold in March of 1945 had had an annual profit in the 
previous 2 years of approximately 800,000 marks after depreciation. 
So you can see how the price of 50,000 marks that was paid for that 
property compared with the real value. 

Just as an illustration, in the first 9 months of last year in our 
operation of that company we earned upwards of : 275,000 Deutsche- 
marks after depreciation on the properties of that company. 

I can go on and on and on, giving illustrations of the systematic 
siphoning off of assets of the Europe an properties of the American 
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Stinnes companies that occurred during the war, but I won’t bore you 
with all of those details. 

We suce ot «ded after the war in rectifying by litigation, by threat of 
litigation, by demand, every capital transaction that had been ef- 
fected, to the extent that we were able to find the property that had 
been acquired or were able to undo the transaction by legal means. 
Then the suphinn in interest in the American Stinnes companies, con- 
sisting of the Department of Justice, consisting of the Hanover Bank 
as Trustee for the bondholders of the American Stinnes companies, 
to whom we then owed upwards of $8 million in defaulted bonds, and 
the representatives : the minority stockholders holding approxi- 
mately 46 percent of the outstanding capital stock of the parent 
company, consisting of people well known in the business world, such 
as Mr. Lewis A. Mahoney, Vice President of Halsey Stuart Co., Mr. 
Irving H. Sherman, Vice President of A. G. Becker & Co., and others, 
all deliberately decided that persons such as these members of the 
Stinnes family who had engaged in such systematic improper activi- 
ties should no longer have a place in the management of any of the 
properties in the Stinnes family. So we ousted them completely from 
every position in management that they then occupied. 

The net effect of this bill in its present wording is that they would be 
restored to the very positions of power from which we have ousted 
them because of their improper conduct, and we are quite sure that 
the subcommittee would not wish to work such a hardship upon ap- 
proximately 4,000 American security holders who look to the manage- 
ment and directors of these American companies to administer these 
properties in accordance with normal fair American standards of 
corporate administration. 

Senator Dirksen. I see, Mr. Rosenthal, you make one suggestion 
for the inclusion of a new proviso in connection with the language of 
section 12. Is it your notion that that language will cure the situa- 
tions that you have described here? 

Mr. Rosentuar. Yes, sir. 

Senator Dirksen. It appears on page 13 of your statement. 

Mr. RosentrHa.. Yes, sir 

Might I mention here, Senator Dirksen, we have no section 9 (a) 
problem such as has been described, because in this case, while there 
were claims that were filed by a fortuitous Mexican aunt of the Stinnes 
family so as to have a basis for contesting the validity of the vesting 
by the Government, those claims were filed too late in order to admit 
of the maintenance of section 9 (a) suits, and, when such suits were 
imposed, the Government pleaded the statute of limitation and the 
suits were withdrawn, and we are advised by competent counsel that 
those suits are not maintainable pursuant to the provisions of the 
Traning With the Enemy Act. 

Senator Dirksen. I am glad you made an affirmative suggestion 
here in the form of amendatory language, and I can assure you that 
it will have the very best of attention. 

Mr. Rosenruar. We thank vou verv much, Senator. 


Senator Henprickson. Mr. Rosenthal, have you had an oppor- 


tunity to study S. 2171? 
Mr. Rosgenrna. I am very sorry, Senator, that I have not. 
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Senator Henprickson. Although I would not want to say with 
certainty, I am pretty sure, from your remarks, that you probably 
would approve most of the provisions of S. 2171. 

Would you obtain a copy of that and write to the committee after 
you have studied it, and let us have the benefit of your observations? 

Mr. RosentHa.. Yes, sir, I would be very glad to. 

Senator Dirksen. Any further questions? 

We thank you, sir. 

Mr. Rosentuat. Thank you very much. 

(The material referred to and Mr. Rosenthal’s prepared statement 
follow:) 

Hvaeo STINNES Corp., 
New York, N. ra July 8, 1954. 

Mr. WruuraM A. STEVENS, 

Clerk, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Mr. Stevens: Thank you very much for sending me a copy of Senate 
bill S. 2171, to amend section 9 (a) of the Trading With the Enemy Act. 

During the course of my testimony before the subcommittee, Senator Hendrick- 
son requested me to study 8. 2171 and advise the subcommittee of my reactions 
with respect to that bill. 

I understand that the purpose of 8. 2171 is to avoid the restrictions imposed by 
the present section 9 (a) upon sale of vested property prior to the entry of a final 
judgment dismissing a suit for the recovery of such property instituted pursuant 
to section 9 (a). In the Stinnes situation no suit is pending for the recovery of 
the vested stock pursuant to section 9 (a) or any other section of the Trading 
With the Enemy Act, nor can any such suit be maintained because the statute 
of limitations has run. I endeavored to point this out to the subcommittee 
during the course of my testimony. 

It follows, therefore, that in the Stinnes situation no amendment of the present 
act is required to enable the Office of Alien Property to sell the vested stock of 
Hugo Stinnes Corp. On the other hand, the provisions of 8. 3423 requiring the 
return of vested property would have the effect of precluding the Office of Alien 
Property from exercising its present power to sell the vested stock of Hugo Stinnes 
Corp., unless 8. 3423 is amended or unless the vested stock is sold prior to its 
enactment. 

Under these circumstances any comment which I might make regarding S. 2171, 
as distinguished from 8S. 3423, would probably not be relevant to the Stinnes 
situation. In response, however, to the request of Senator Hendrickson, I would 
state that S. 2171 appears to contain provisions enabling the Executive Depart- 
ment effectively to cispose of vested property notwithstanding the pendency of a 
suit for the recovery of such property pursuant to section 9 (a I do believe that 
the principle of S. 2171 of restricting a German claimant’s rights to the proceeds 
of sale of vested property is an equitable one. I have suggested an amendment 
to S. 3423 based on this principle and applicable to the Stinnes situation, where 
no section 9 (a) suit can be maintained 

I believe I understood the constitutional problem relating to 5. 2171 that was 
discussed at the hearing. While I am an attorney, I am far from an expert on 
matters of constitutional law. Perhaps constitutional lawyers who have been 
studying this problem have investigated the question whether the sale pursuant 
to statute of a claimant’s property notwithstanding the pendency of a section 9 (a) 
suit can be classed as an exercise of the Federal power of eminent domain, with the 
rights of the claimant being adequately respected by the payment to him of the 
fair and reasonable value of the property so taken. 

I would appreciate it if you would place this letter in the record of the pro- 
ceedings as my response to the question Cirected to me by Senator Hendrickson. 

Sincerely yours, 
Mitton F. RosENTHAL, President 
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STATEMENT OF MiLTon F. RosentHaL, New York 22, N. Y., on S. 3423, To 
AMEND THE TRADING WITH THE ENEMY ACT 


INTRODUCTLON 


My name is Milton F. Rosenthal. I am the president and a director of Hugo 
Stinnes Corp. and of its wholly owned subsidiary, Hugo Stinnes Industries, Ine. 
I have been its chief executive officer for the last 6 years. These two Maryland 
corporations are commonly known as the American Stinnes Co., and have their 
offices at 541 Lexington Avenue, New York 22, N. Y. 

Without in any way taking a position opposed to the basic principle of 8. 3423, 
i am appearing here in opposition to that bill as presently worded. In my 
testimony I want to point out that the bill in its present form is seriously detri- 
mental to the interests of thousands of American security holders of the American 
Stinnes Co., and to suggest certain amendments to the bill to rectify that situa- 
tion without impairing what I understand to be its basic principle 

Our basic objection is not that the bill proposes generally to return property 
taken from German nationals. Our basie objection is that in our particular case, 
the bill would have the effect of returning control of the American Stinnes Co. 
to people who have used such control improperly to serve their own interests at 
the direct expense of American security holders 

While the American Stinnes Cos. conduct their operations subject to the 
supervision and control of the Office of Alien Property, Department of Justice, 
which holds 53.8 percent of the issued and outstanding capital stock of Hugo 
Stinnes Corp., I wish to make it clear that I am not making this statement at 
the request or suggestion, express or implied, of the Office of Alien Property or 
in the interest of any of the securities of the American Stinnes Cos. vested by 
that Office 

I am making this statement at the request of the boards of directors of the 
American Stinnes Cos., these corporations being entities distinct and apart from 
the Office of Alien Property. The boards of directors consist of 7 persons, only 
2 of whom are nominees of the Office of Alien Property. 

I also make this statement in respect of the substantial interests of the security 
holders of such companies other than the Office of Alien Property. The stock of 
Hugo Stinnes Corp. and the debentures of Hugo Stinnes Industries, Inc., are 
traded upon the American Stock Exchange, formerly known as the New York 
Curb Exchange. There are approximately 2,500 stockholders of Hugo Stinnes 
Corp. and there are numerous holders of the debentures of Hugo Stinnes Industries, 
Inc., which are bearer instruments. Approximately $6 million of principal and 
accrued interest is still owed on such debentures. The great preponderance of 
these security holders are American citizens, many of whom have held their 
securities for more than 25 years. 


HISTORY OF ENTERPRISE 


The American Stinnes Cos. are the parent companies in the Stinnes system, 
which comprises more than 100 subsidiary and affiliated companies conducting 
operations in the United States, Canada, Germany, Denmark, Holland, Belgium, 
Sweden, Italy, Austria, and Switzerland, and employing approximately 28,000 
persons in diversified enterprises, including the production, transportation, and 
distribution of coal, coke, briquettes, and petroleum products, the production 
of electric power, coke oven gas, glass and chemical products, and ocean and 
inland waterways shipping. The principal properties in the system are located 
in Germany. 

The American Stinnes Cos. were organized under the laws of Maryland in 
1926 to acquire from the estate of Hugo Stinnes, Sr., then deceased, its holdings 
in the long-established and substantial European Stinnes properties. At that 
time the principal German Stinnes interests were heavily indebted to German 
banks and required in excess of $20 million to pay these debts and thereby avoid 
liquidation proceedings. The newly organized Mar‘land corporstions issued 
and sold on the American market, through underwriters, a total of $25 million 
principal amount of debt securities. The proceeds of sale were immediately 
transferred to Germany to pay the bank debts owing by the German Stinnes 
interests. Fifty percent of the stock of the newly created parent company, 
Hugo Stinnes Corp., was issued to Mrs. Hugo Stinnes, Sr., or to her nominees and 
the remaining 50 percent was issued in connection with the underwriting and sale 
of the debt securities of the American companies. 

From the very inception, voting restrictions were imposed upon the stock of 
Hugo Stinnes Corp. that was issued to the Stinnes family, for the purpose of 
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protecting the interests of the American security holders. In 1936 the American 
Stinnes Cos. instituted corporate reorganization proceedings pursuant to the then 
section 77 (b) of the Federal Bankruptcy Act because restrictions earlier imposed 
by the German Government upon transfer of foreign exchange had prevented the 
American companies from accumulating sufficient dollar funds for the payment 
of one of the bond issues which had then become due. 

The United States district judge in charge of the proceedings approved plans 
of reorganization providing for the extension of maturity of this bond issue and 
postponement of payment of a portion of the interest due on all the outstanding 
debt securities. In connection with such approval, however, the court required 
the establishment of an American-controlled voting trust and the deposit there- 
under of a clear majority of the stock of Hugo Stinnes Corp. This voting trust 
was to continue until final payment was made of the debt securities of the two 
American companies, subject only to the 10-year limitation for voting trusts 
prescribed by the law of Maryland. Practically all of the stock deposited pur- 
suant to that voting trust was the stock that had been issued to Mrs. Hugo 
Stinnes, Sr., or her nominees. The voting trust expired by its terms in 1946, 
approximately 3 years after the principal vesting of the German-owned shares by 
the Alien Property Custodian. 

The Alien Property Custodian and its successor agency, the Office of Alien 
Property, Department of Justice, have found that practically all of the shares of 
stock constituting the vested 53.8 percent of the stock of Hugo Stinnes Corp., 
were owned or controlled by Mrs. Hugo Stinnes, Sr., or by her, Hugo Stinnes, 
Jr., and other members of the Stinnes family of Germany. 

If Senate bill S. 3243 is enacted into law in its present form, the American 
Stinnes Cos. and the Stinnes system will become German-controlled for the first 
time in 18 years and the German nationals who would exercise such control 
would be members of the Stinnes family of Germany. For the reasons hereinafter 
set forth it is believed that such a result would be seriously detrimental to the 
best interests of thousands of American security holders of the American Stinnes 
Cos. 

DETRIMENTAL TRANSACTIONS ATTRIBUTABLE TO STINNES FAMILY 


When hostilities in Europe prevented the American directors and officials of 
the American Stinnes Cos. from controlling the affairs of the Stinnes s\stem in 
Europe, a series of improper transactions seriously harmful to the American 
interests in the Stinnes Cos. took place at the instance of certain members of the 
Stinnes family of Germany. Following is an enumeration of some of such trans- 
actions. 

1. The principal subsidiary of the American Stinnes Cos. and the conduit for 
their ownership and control of the most valuable properties in the Stinnes system, 
is Hugo Stinnes G. m. b. H., Muelheim-Ruhr, a company organized under the 


laws of Germany. In May 1941, without the knowledge or consent of the Ameri- 
can Stinnes Cos.. an illegal shareholders’ meeting of Hugo Stinnes G. m. b. H. 
was convened. At such meeting, the capital of the company, which was compara- 


tively nominal, was doubled and the new capital was subsecribed for by the Stinnes 
family partnership, which thereby attempted to acquire a 50 percent direct 
interest in the major enterprises of the Stinnes system. Following the war, the 
American Stinnes Cos. had to resort to the German courts and the Allied occupa- 
tion authorities to compel the rescission of this transaction. 

2. The principal non-German subsidiary of the American Stinnes Cos. is 
Kgbenhavns Kul & Koks Kompagni A. S., Copenhagen, a company organized 
under the laws of Denmark. In December 1940, without the knowledge or con- 
sent of the American Stinnes Cos., an illegal shareholders’ meeting of the Danish 
company was convened. At such meeting, the capital of the company wes more 
than doubled and the new capital stock was subscribed for by the father-in-law of 
Hugo Stinnes, Jr., using for this purpose funds sent to him at the direction of 
Stinnes family members by Hugo Stinnes G. m. b. H. Following the war, the 
American Stinnes Cos. compelled the surrender of the additional capital stock. 

While the Stinnes family thus controlled the Danish company during the war, 
Hugo Stinnes, Jr., caused that company to pay over to various of his relatives by 
marriage, without consideration, more than Danish kroner 800,000, which. even 
at today’s depreciated rate of exchange, is equivalent to more than $100,000. 
Following the war, the American Stinnes Cos. had to resort to the Danish courts 
to recover some of such funds where statutes of limitations had not intervened. 

3. During the war, some of the German shipping subsidiaries of the American 
Stinnes Cos. commenced a salvage business with several of their vessels. Such 
German subsidiaries were compelled to enter into an agreement to share the salvage 
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profits with a company owned by the Stinnes family. Following the war, the 
American Stinnes Cos. compelled the termination of this arrangement. 

1. During the war, one of the Dutch subsidiaries of the American Stinnes Cos. 
was compelled to sell two valuable vessels to a company owned by the Stinnes 
family for less than their actual value. Only one of such vessels was located after 
the war, and the Dutch Government obtained title to it on the ground of the illegal 
wartime sal 

5. During the war, an important German subsidiary of the American Stinnes 
Cos. was compelled to sell a valuable oil distributing company to a company 
owned by the Stinnes family. The sales price was less than the actual value of 
the company that was sold and in fact was less than the latter’s annual earnings. 
Following the war, the American Stinnes Cos. compelled the rescission of this 
transaction. 

DISCHARGE OF STINNES FAMILY FROM MANAGEMENT 


The foregoing statements with regard to the activities of members of the Stinnes 
family during the war are not here made public for the first time. Some of these 
transactions were described in reports to security holders published by the Ameri- 
can Stinnes Companies, as in the reports dated July 20, 1946, January 29, 1951, 
and April 10, 1953. The January 29, 1951, report, which covered the period 
July 1, 1946, to December 31, 1950, stated in part as follows: 

“As soon as possible following the war, we instituted a detailed examination of 
the affairs of the principal European subsidiaries. This examination disclosed 
that without the knowledge, consent or approval of the American Stinnes com- 
panies, significant capital transactions adversely affecting their interests had taken 
place during the war. These transactions were effected by certain members of 
the Stinnes family It was also discovered that during the war companies in 
which these persons had substantial interests, had purchased properties from our 
subsidiary companies for considerations which the directors of Corporation and 
Industries considered inadequate and that there were other financial transactions 
involving such persons which appeared to be contrary to the best interests of your 
corporations. Where appropriate, action was taken to rectify such transactions, 
by legal proceedings, negotiations and a settlement agreement with certain mem- 
bers of the Stinnes family. 

“The most prominent of the foregoing transactions involved an improperly con- 
vened stockholders’ meeting in 1941 of our principal German holding eompany, 
Hugo Stinnes G. m. b. H., Muelheim-Ruhr, and the doubling of its capital (which 
was comparatively nominal), with all of the new capital being subscribed for by a 
company owned by certain members of the Stinnes family. It required some time 
for us to procure permission from the appropriate Occupation authorities to insti- 
tute a suit in the German courts to set aside this capital increase. A judgment to 
that effect was obtained from a German court of competent jurisdiction on March 
2, 1948, thereby restoring Industries to its former position of ownership of 100 
percent of the outstanding share capital of Hugo Stinnes G. m. b. H. Only asa 
result of this judgment were we in a position to take independent action with 
respect to the future management of the German properties. Accordingly, the 
associations of members of the Stinnes family with the management of the Ger- 
man subsidiaries were promptly terminated and no member of the Stinnes family 
has since been connected with the management of the American companies or 
their subsidiaries.” 

The elimination of members of the Stinnes family from management of sub- 
sidiary companies in the Stinnes system was completely unrelated to the vesting 
by the Alien Property Custodian of the stock of Hugo Stinnes Corp. owned or 
controlled by the Stinnes family. And, of course, it was completely unrelated to 
their German nationality, for the new management officials who were selected to 
replace them are likewise of German nationality, and are men of high standing in 
the German business community. The action taken represented the deliberate 
judgment of the parties entrusted with primary responsibility for the direction of 
the American Stinnes companies and of their European subsidiaries that persons 
who had engaged in transacitons so clearly detrimental to the interests of the 
security holders of the American Stinnes companies and so inconsistent with 
proper standards of corporate administration should no longer occupy any posi- 
tion in the management of any segments of the enterprise. 

I am authorized to state that the Hanover Bank, trustee for the bondholders 
of the American companies, participated in the above decision and desires to 
register its opposition to any proposal involving return of control of any of the 
Stinnes properties to members of the Stinnes family. 
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ESTABLISHMENT OF COMPETING ENTERPRISES 


Since their discharge from management of companies in the Stinnes system, 
members of the Stinnes family of Germany have formed enterprises which com- 
pete directly with the subsidiaries of the American companies in Germany and 
elsewhere in their principal activities, namelv, the distribution of solid and liquid 
fuels and shipping. 

EFFECT OF 8. 3423 


Senate bill S. 3423, as presently worded, requires the return to the German 
Stinnes family of the majority of the outstanding stock of Hugo Stinnes Corp. 
which hae been vested by the United States Government, and the consequent 
surrender to such persons of control over the American Stinnes companies and 
the Stinnes system. The record of what happened during the war while the 
Stinnes family had de facto control of the European properties of the American 
Stinnes companies clearly establishes the fact that the return now of control of 
the Stinnes system to these same people would be injurious to the American 
Stinnes companies and to the very substantial American holdings of the debt 
and equity securities of such companies. It would facilitate diversion to the 
wholly owned enterprises of the Stinnes family of business and profits that would 
normally accrue to the subsidiaries of the American Stinnes companies. It would 
also expose to retribution numerous executives of our European subsidiaries who 
demonstrated their loyalty to the American companies when members of the 
Stinnes family were discharged from management and thereby incurred their 
hostility 

It is noted that the present bill provides that, in a case where the President 
finds it to be in the national interest, vested property is to be returned to the 
former owner with the requirement that he ‘‘divest”’ himself of every interest in 
such property to American citizens within a year. Even if the bill were amended 
to require the application of these divestment provisions to the instant case, we 
would still be confronted with two difficult problems. First, the Stinnes family 
would legally control the vested stock and the Stinnes system for a year. There 
would be no real safeguard against transactions detrimental to the other security 
holders of the American Stinnes companies and many Stinnes executives loyal 
to the American companies would undoubtedly be discharged. Second, various 
Government agencies both here and abroad which have investigated the activities 
of the Stinnes family have uncovered extensive evidence of cloaking of ownership 
of property. The genuineness of any “‘divestment,”’ to use the words of the bill, 
which might be evolved by them would be a matter of grave doubt at best. 

A further detriment to the security holders of the American companies is 
inherent in the bill as presently worded. Since other countries where the American 
companies own properties have enacted legislation similar to the Trading With 
the Enemy Act, we have been faced with claims by such countries that the in- 
terests in our local properties corresponding to the former German interest in the 
American companies are subject to confiscation Thus, in 1947 we made a pay- 
ment to Denmark equivalent to almost $800,000 to procure the release of our 
major Danish property. And our properties in Holland and Belgium are still 
sequestered pending similar settlement arrangements. An international agree- 
ment to which the United States is a party and which was approved by Congress 
(sec. 40 of the Trading With the Enemy Act) confirms the theory upon which 
these claims of other governments have been based but contains provisions which 
give assurance that if the American Stinnes companies are not reimbursed for 
such payments by the United States Government, the balance of the released 
property will inure to the benefit of the other security holders of the American 
companies. This safeguard may well be lost under the present wording of 8. 3423. 


RECOMMENDATIONS 


It is believed that, in a case like the Stinnes case, the bill should be amended to 
provide that the vested shares of stock shall not be returned but shall be sold by 
the United States, with the claim of the former owners being limited solely to the 
proceeds of sale, and charging such proceeds with losses in other countries deriving 
from the German character of the vested shares of stock. Some language such 
as the following, which is taken in part from the existing provisions of section 12 
of the Trading With the Enemy Act, might possibly be appropriate in such an 
amendment. 

“Provided further, that where the property or interest vested consists of shares 
of stock of a corporation organized under the laws of any State of the United 
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States, at least one-third of the total outstanding stock of which was registered 
in the names of American citizens and which had outstanding dollar debt securities 
upon which at least $3,000,000 including principal and accrued interest was due 
and payable as of July 1, 1954, such vested stock shall be sold within six months 
after the effective date of this Act to American citizens only, at public sale to the 
highest bidder, after public advertisement of the time and place of sale, unless 
the President stating the reasons therefor, in the public interest shall otherwise 
determine, and all rights, whether under this Act or otherwise, in or to such 
vested stock shall be transferred to the proceeds of such sale, and such corporation 
shall be entitled to receive from such proceeds of sale reimbursement for any 
payments, whether in currency or other property, made or payable to any govern- 
ment because of the German interest in such vested stock.”’ 


PEASLEE, BrigHaM, ALBRECHT & McManon, 
: New York 17, N. Y., July 6, 1954. 

Re 8S. 3423 to amend the Trading with the Enemy Act; statement submitted on 

behalf of Mrs. Elsa W. de Wagenknecht, a Mexican national. 
Hon. Everett McKInitey Dirksen, 

Chairman, Subcommittee on the Trading with the Enemy Act, 

Senate Committee on Judiciary, 
United States Senate, Washington, D. C. 

DEAR SENATOR D1RKSEN: I was present last Friday at the hearing on 8. 3423 
when Mr. Milton F. Rosenthal testified briefly and submitted a statement on be- 
half of the American Stinnes companies in support of a proposal for amending 
8.3423. As we represent interests directly affected by Mr. Rosenthal’s suggestion, 
I advised Mr. Nairn that we would prepare a reply to Mr. Rosenthal’s statement 
and submit the same promptly for inclusion in the record of the hearing. 

We are the attorneys for Mrs. Elsa W. de Wagenknecht, a Peruvian by birth 
and a Mexican by naturalization, and who, as the sole heir of her late husband, 
Don Edmundo Wagenknecht, a Uruguayan by birth and Mexican by naturaliza- 
tion, succeeded to his rights to approximately 53 percent of the capital stock of 
Hugo Stinnes Corp. On behalf of our client, we desire to register this objection to 
Mr. Rosenthal’s statement, the alleged factual considerations on which it is largely 
based and the recommendations for amending 8. 3423 contained therein. 

Mr. Rosenthal submits his statement as the president and a director of the 
\merican Stinnes companies, although the real party in interest would appear to 
be the Office of Alicn Property, which vested our client’s majority stock interest 
in Hugo Stinnes (+ rp. in 1943, and which presently controls that company in 
every respect. The chairman of that company is an employee in OAP. Another 
director is the former General Counsel of OAP. Mr. Rosenthal, who has acted as 
President of the corporation following the end of the war, by sufferance of the 
Office of Alien Property, is also a director. Although Colonel Townsend, the 
Director of OAP, appeared as a witness last week, he gave no support of any 
kind to the proposal advanced by Mr. Rosenthal. 

Mr. Rosenthal says in his statement: ‘‘Our basic objection is that in our par- 
ticular case, the bill (S. 3423) would have the effect of returning control of the 
American Stinnes companies to people who have used such control improperly to 
serve their own interests at the direct expense of American security holders.” 

The records in the office of the American Stinnes companies and of OAP 
record a somewhat different picture. In 1936, when the American Stinnes com- 
panies were reorganized in Maryland under section 77 (b) of the Bankruptcy Act, 
the Federal judge insisted on the deposit of the majority of the capital stock into a 
voting trust of which he appointed 3 trustees, 2 of whom were Americans. There 
was, therefore, before the outbreak of war American control. The voting trust 
came to an end in 1946, and if S. 3423 is now enacted into law, the controlling 
interest of Hugo Stinnes Corp. will be released to our client. The control, in 
other words, will go back to where it was before the war—into non-German hands. 

Moreover, it should be noted that when the American Stinnes companies were 
organized in 1926, there was only one reason for doing so. The American bankers, 
Halsey, Stuart & Co., A. G. Becker Co., Inc., and Newman, Saunders & Co. 
had agreed to lend these companies $25 million with which to pay off the debts 
of the foreign operating subsidiaries, all of which were located in Europe, prin- 
cipally in Germany. The American Stinnes corporations, therefore, at all times 
have been and still are an essentially German operation, which received an Ameri- 
can ‘facade’ with the incorporation of two American corporations which ob- 
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viously were more desirable to the American bankers as debtors than foreign 
companies would have been. 

The management of the American Stinnes companies, which Mr. Rosenthal 
criticizes for its failure to protect. the interests of the American security holders, 
is in fact responsible for a financial policy that has greatly benefited them. De- 
spite the difficult prewar years, the defaults on the debentures and notes and the 
reorganization in 1936 under section 77 (b), the sound financial policies pursued 
by the management actually succeeded in redeeming subs.antial amounts of 
debentures and notes; and by the time our client’s controlling stock interest in 
Hugo Stinnes Corp. was vested by the Office of Alien Property, there remained 
outstanding only 3,081 debentures and 1,274 notes on the $12'% million 7 percent 
gold debentures of Hugo Stinnes Industries, Inc., and the $12'4 million 7 percent 
gold notes of Hugo Stinnes Corp., issued in 1926. 

More recently, the liquidation of certain properties in Germany has produced 
funds that have enabled Hugo Stinnes Corp. to pay off all remaining past-due 
notes, and at the present writing it appears that the only substantial debt that 
still remains unpaid is represented by the 3,081 debentures, representing approxi- 
mately 12 percent of the entire indebtedness contracted by the American Stinnes 
companies in 1926. These debentures, together with accrued interest, appear as 
a liability amounting to $5,969,438 in the latest financial statement released by 
the companies on October 30, 1953. The same accountants’ statements value the 
assets of the companies at more than $47 million, and of these, it should be noted, 
assets valued at around $43 million are located in Germany and the balance in 
other European countries and in the United States. The value of the assets in 
the United States is only $484,813. It would seem to follow from this recital 
that there is substantial security for the remaining outstanding debentures and 
that these too will ultimately be paid. 

Mr. Rosenthal states correctly that 50 percent of the stock of Hugo Stinnes 
Corp. was issued upon its organization in 1926 to Mrs. Hugo Stinnes, Sr., and that 
the remaining 50 percent was issued in connection with the underwriting and sale 
of the debentures and notes. Mr. Rosenthal does not, however, point out what 
would have been of much greater interest to the committee, who the stockholders 
of the corporation were at the time the controlling stock interest was vested in 
1943 by the Office of Alien Property. Suffice it to say that the stock control of 
Hugo Stinnes Corp. now possessed by the Office of Alien Property was vested by 
it at a time when our client’s deceased husband was the direct or beneficial owner 
of that controlling stock interest. 

It is misleading for the following statement to have been made: 

“The Alien Property Custodian and its successor agency, the Office of Alien 
Property, Department of Justice, have found that practically all of the shares of 
stock constituting the vested 53.8 percent of the stock of Hugo Stinnes Corp., 
were owned or controlled by Mrs. Hugo Stinnes, Sr., or by her, Hugo Stinnes, 
Jr., and other members of the Stinnes family of Germany.”’ 

As is well known to the committee, under the Trading With the Enemy Act the 
only necessary prerequisite to seizing and vesting property was a finding by the 
Alien Property Custodian, that the property was owned or controlled by enemies, 
No legal proof was required under the law to support such a finding. It may be 
pointed out in this connection that such unconscionable procedure was never 
followed by such countries as, for example, Sweden and Holland. Under the 
laws of these countries, the local alien property custodians had to be in possession 
of proof of enemy ownership or control before a legal seizure could be made. 

The statement goes on to say that, “If Senate bill S. 3243 is enacted into law 
in its present form, the American Stinnes companies and the Stinnes system will 
become German controlled for the first time in 18 years, and the German na- 
tionals who would exercise such control would be members of the Stinnes family 
of Germany.” ; 

This is a wholly inaccurate statement. As already pointed out, the American 
Stinnes companies have been American controlled by the ironclad 1936 decree 
of a Federal district judge of Maryland, and if 8. 3423 is enacted into law, the 
majority stock control of the Stinnes companies would be released to our client, 
a non-German. 

Further on it is stated: “Senate bill 8S. 3423, as presently worded, requires the 
return to the German Stinnes family of the majority of the outstanding stock 
of Hugo Stinnes Corp., which has been vested by the United States Government, 
and the consequent surrender to such persons of control over the American 
Stinnes companies and the Stinnes system.’’ For the reasons already given, this 
is simply not true. 
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In discussing the effect of S. 3423, and in support of his recommendation for 
a new provision to be incorporated in the same, Mr. Rosenthal maintains that, 
“* * * various Government agencies both here and abroad which have investi- 
gated the activities of the Stinnes family have uncovered extensive evidence of 
cloaking of ownership of property.” 

If the implication of that statement is that the majority stock control in our 
client of Hugo Stinnes Corp. represents a cloak for the Stinnes interests, then a 
short answer is that such intimation is false and that there is no proof that sup- 
ports such conclusion. In connection with litigation brought by our client against 
the Attorney Genera! for the return of vested property, the latter took the deposi- 
tion abroad last su nmer of a member of the Stinnes family in which the latter 
denied that any indebtedness on the part of our client or her deceased husband was 
owing to him, his mother or his brother, the members of the Stinnes family partner- 
ship, or that the latter had any interest in the property vested by OAP to which 
our client laid claim. It is also a fact, that the Alien Property Custodians of 
Holland, Switzerland, and Sweden have attempted in recent years to get evidence 
from the American OAP that would prove that our client and her deceased hus- 
band had acted as cloaks for the Stinnes family. Such evidence was never 
forthcoming, and the Governments of Holland, Switzerland, and Sweden there- 
upon released plaintiff’s property interests in those countries from control so that 
she might freely dispose over the same. Such action was taken by Holland, let 
it be noted, despite the fact that it was a signatory to the so-called Brussels 
Agreement for the resolution of intercustodial conflicts. Such action was taken 
by Switzerland and Sweden, both of whom under their respective 1946 agreements 
with the United States and other allied governments, were bound to liquidate the 
property of Germans, with whom they had not been at war. The significance 
of all this is, of course, that none of these governments had any evidence of 
cloaking, and no helpful evidence having been supplied to them by OAP, they 
exercised their sovereign prerogative and withdrew their controls or efforts to 
control plaintiff’s property interests in those countries. 

On the last page of his statement Mr. Rosenthal has put forward some langua‘ 
for incorporation in 8S. 3423. In opposition to this recommendation, we can only 
repeat what has already been said above: The American Stinnes corporations 
represent essentially a German operation which as a temporary measure was com- 
pelled to assume the guise of American corporations. It is therefore preposterous 
even to intimate that there may be a national interest involved sufficient to war- 
rant the withholding from its former nonenemy ownership of the controlling 
interest of the capital stock of Hugo Stinnes Corp. for the reason assigned that 
“at least one-third of the total outstanding stock of which was registered in the 
names of American citizens and which had outstanding dollar debt securities 
upon which at least $3 million including principal and accrued interest was due 
and payable.” 

The American companies are possessed of adequate assets to meet the relatively 
minor debt still owing to American debenture holders, and it requires no argu- 
ment to point out that this debt will ultimately be met. There is, therefore, no 
basis or justification for the recommendation made which, it is quite obvious 
even from a superficial reading, has been tailored to fit the Hugo Stinnes Corp. 
alone. 

We enclose herewith for ready reference by your committee the latest report 
issued by the American Stinnes companies and dated October 30, 1953, which 
includes the consolidated financial statements as of December 31, 1952. 

Thanking you for your consideration, I am, 

Faithfully yours, 
Rautpxw G. ALBRECHT. 

Senator Dirksen. Is Mr. Finucane here? 

Mr. Finucane. Yes, sir. 

Senator Dirksen. | filed some statements, and | notice you are 
identified with Mr. Libby’s organization. Is that your purpose, or 
would you care to testify further? 

Mr. Finucane. | would like to testify. What we would like to do, 
if it meets with the committee’s approval, is to have Mr. Libby, who 
is chairman of the committee concerned with the German and Japa- 
nese problem, make a brief statement, and then I would deal with 


specific points in the bill. Both statements are rather short. 
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Senator Dirksen. Is Mr. Libby here? I did not see your name on 
the list. 

If your statements are not too long, perhaps we can conclude with 
you today. 

May I say, much as I would like to run this afternoon, I am afraid 
it may be impossible, but we will run both tomorrow morning and 
tomorrow afternoon in the hope that we can complete the list of 
witnesses, and we will resume at 10 o’clock in the morning. 

We will hear from you, Mr. Finucane, and Mr. Libby, and that will 
have to conclude the testimony for today. 


STATEMENT OF FREDERICK J. LIBBY, CHAIRMAN, COMMITTEE 
FOR THE RETURN OF CONFISCATED GERMAN AND JAPANESE 
PROPERTY, AND EXECUTIVE SECRETARY, NATIONAL COUNCIL 
FOR PREVENTION OF WAR, WASHINGTON, D. C. 


Mr. Lissy. Thank you, Senator. 

I requested permission to testify briefly before your subcommittee 
in order to endorse S. 3423, to place before you the purpose and 
membership of the newly-formed Committee for the Return of 
Confiscated German and Japanese Property, which endorses the 
purpose of the bill, and to introduce the executive secretary of the 
committee, James Finucane, who has been my colleague for several 
years on the staff of the National Council for Prevention of War. 

Senator Dirksen. Mr, Libby, when was this committee created? 

Mr. Lissy. It has been organized only within the month. The 
process of forming the committee has gone on for several months, 
but we have been organized only within the month. 

Senator Dirksen. And you have offices here in Washington? 

Mr. Lispy. Yes. The office is identical with the address of the 
National Council for Prevention of War at 1013 18th Street, NW. 

Senator Dirksen. Very well, sir. 

Mr. Linsy. The membership of the committee is representative 
of a broad cross-section of American citizens of all faiths and from 
many walks of life. Several of our members, such as Judge Learned 
Hand of the United States Circuit Court of New York, retired, 
Clarence E. Pickett, for many vears chairman of the American Friends 
Service Committee, and Rabbi Abraham Cronback, a distinguished 
liberal formerly of Hebrew Union College, Cincinnati, but now 
retired, are very well known nationally; but it would be invidious to 
select only these few names for special mention since most of our 
members have distinction in their fields. 

1 would therefore with your permission like to offer a list of all 
the members for insertion in the record at this point. 

Senator Dirksen. Without objection, that shall be done. 

(The list is as follows:) 


CurrENT List oF MEMBERSHIP, May 20, 1954, ComMmITTEE FOR RETURN OF 
CONFISCATED GERMAN AND JAPANESE PROPERTY 


Dr. Austin J. App, Philadelphia, Pa., professor, LaSalle College 

Dr. Harry Elmer Barnes, Cooperstown, N. Y., historian, author. 

N. Horton Batchelder, Osterville, Mass., forme rly headmaster, the Loomis School, 
Windsor, Conn 

Walter Boehm, Philadelphia, Pa., staff adviser, Republican National Committee. 

William Bruce, Milwaukee, Wi«., publisher. 
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John R. Chamberlain, Cheshire, Conn., writer 

Dr. Charles 8. Collier, Washington, D. C., professor of law, George Washington 
University 

ftabbi Abraham Cronbach, Cincinnati, Ohio, former professor, social studies, 
Hebrew Union College 

Kugene A. Davidson, New Haven, Conn., editor, Yale University Press 

Howard W. Elkinton, Philadelphia, Pa., executive director, Carl Schurz Memorial 
Foundation, Inc. (in an individual capacity 

Harry J. Enk, Philadelphia, Pa., president, Federation of American Citizens of 
German Descent in the United States 

James Finucane, Washington, D. C., legislative representative 

Hon. Learned Hand, New York, N. Y., United States circuit court judge, retired. 

Thomas J. Klinedinst, Cincinnati, Ohio, vice president, Thomas E. Wood. Inc 

Frederick J. Libby, Washington, D. C., executive secretary, National Council 
for Prevention of War : 

Conrad J. Linke, Philadelphia, Pa., artist; member, Executive Council Steuben 
society 

Rt. Rev. Msgr. Donald A. MacLean, Washington, D. C., professor, Catholic 
University of America 

Mike M. Masaoka, Washington, D. C., Washington representative, Japanese- 
American Citizens League 

Gordon Hunt Michler, New York, N. Y., counselor, Standard Oil Co. of New 
Jerse) 

George D. Moulson, Old Lyme, Conn., former member, New York Cotton 
Exchange; formerly financial writer for American and English papers 

Roy Nunn, Park, Ky., retired businessman 

Dr. Ludwig Oberndorf, New York, N. Y., editor Staats-Zeitung 

Clarence E. Pickett, Philadelphia, Pa., honorary chiarman, American Friends 
Service Committee (in an individual capacity 

Henry Regnery, Chicago, Ill., publisher 

Guenter Reimann, New York, N. Y., editor, International Reports, Inc. 

Harry R. Rudin, New Haven, Conn., chairman, department of history, Yale 
University 

Rev. Gunther J. Stippich, Reading, Pa., pastor, St. John’s Evangelica! Lutheran 
Church 

T. Henry Walnut, Esq., Philadelphia, Pa., attorney at law 

Hans Wirsing, New York, N. Y., insurance 


Mr. Lissy. The purpose of the committee was clearly put in a 
statement that was filed in its behalf on January 15, 1954, with the 
subcommittee by Karl M. Dollak. It 1s as follows: 


It is the purpose of this committee to support the sanctity of private property 
in international relations, and thus, it shall promote the amendment of the 
Trading With the Enemy Act and shall support any other appropriate legislation 
to authorize the return of German and Japanese property confiscated by the 
Government of the United States during World War IT. 


This statement of purpose was expanded in the same document 
under the following five heads: 


1. Modern international law requires the return of such property. 

2. There is firmly established precedent for such action by the United States 
Government 

3. It will further the present friendly foreign policy of our Government with 
Western Germany and Japan 

1. It will foster the development of trade with these countries and will assist 
in the growth of markets for American producers. 

5. It will firmly place the United States on record as an adherent to the 
principle of the integrity of private property, thus supporting an elemental rule 
of public and private morality. 


I think many of the members of our committee would want me to 
emphasize particularly this last point since we believe that our coun- 
try, of all the countries in the world, as was brought out by the Amer- 
ican Legion, I might add, must be consistent in maintaining under all 
circumstances the sanctity of private property from confiscation with- 
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out compensation and without due process of Jaw. We must practice 
what we preach. 

We want to assure you of our full support in pressing for prompt 
passage of this bill. We congratulate you on its genera] excellence. 

My colleague, Mr. Finucane, has certain more specific suggestions 
which he would now like to present. 

Senator Dirksen. May I ask one question, Mr. Libby? I notice 
that in your language you do not distinguish when you use the words 
“enemy property” between property that belonged to the enemy 
government and property that belonged to enemy nationals. 

Mr. Linpy. I will let Mr. Finucane deal with that point. 

Senator Dirksen. Very well, sit 


STATEMENT OF JAMES FINUCANE, EXECUTIVE SECRETARY, COM- 
MITTEE FOR THE RETURN OF CONFISCATED GERMAN AND 
JAPANESE PROPERTY, WASHINGTON, D. C. 


Mr. Finucane. Mr. Chairman and members of the committee, 
we think the principle of this bill is so fine with respect to private 
property that it should not be marred by inconsistency. Therefore, 
to make it perfectly consistent, we urge the return of all confiscated 
property across the board. 

We would include specifically return to all categories of owners, in- 
cluding to governments as such, to persons living behind the Iron Cur- 
tain, and to persons convicted in the peculiar postwar trials conducted 
by victors in Germany and Japan. ‘These three categories are excep- 
tions under the bill. The Government would continue to keep their 
property. 

We think these exceptions are undeserved and undesirable. Ever 
since the beginning of the confiscation program in 1948, two general 
arguments have been advanced in its defense: One, it was an essential 
part of the country’s economic warfare against Germany and Japan, 
and two, it was a way of collecting reparations. 

Happily, most Americans, including evidently the drafters of this 
bill, feel that these arguments, if they ever were adequate, are now 
obsolete as applied to the main category of property holdings. Then, 
why the exceptions? First take the property of foreign governments 
as such. It should, I feel, be regarded normally as safe from non- 
ownership encroachment in this country, in other words as, to us, 
“private” property. 

As to its liability for reparations, that is generally recognized, but 
the reparations must be settled, if any, as to amount, by the two or 
more nations concerned and at the peace treaty. In the case of 
Japan where a treaty has already been signed and ratified covering 
this point return would be a generous gesture. The same would be 
true in the case of West Germany where a temporary pact covering 
this matter has been signed, but is not yet ratified. 

As far as the economic warfare argument is concerned with relation - 
ship to Government property now in 1954, are we trying to help or 
hurt the governments of West Germany and Japan? If we are trying 
to help them, why not include both of those governments along with 
their private citizens in this act of grace return? 

As for persons living behind the Lron Curtain, even if their property 
were returned tomorrow without restriction, the property would 
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remain in the United States under the applicable Treasury blocking 
regulations. 

But, regardless of that particular ground rule, the principle should 
remain inviolate. Persons living behind the Iron Curtain have a right 
to private property, too. And particularly, I feel, to the property 
they may still have here. 

We, in this part of the world, in particular, pride ourselves on the 
respect we pay this right. As the property of private individuals, 
then, it is out of bounds for reparations. 

There may be some grounds in terms of economic warfare for now 
controlling the use of the property with ownership behind the Iron 
Curtain because of the exigencies of the cold war. But if we accept 
that reasoning too uncritically, where will we draw the line in applying 
it? What country, as it rises and falls in public esteem in the United 
States would not be in danger of seeing its and its nationals’ property 
confiscated? 

Moreover, if vesting was found adequate to protect us from the 
misuse of foreign property in a hot war should the more drastic 
measure of confiscation, as it now applies, be tolerated in a war that 
still is, and we hope will remain, cold? 

Now, about those excluded from return in the bill because of war 
crimes, what about them? Someone might ask piously: ‘‘You don’t 
want to give their property back to those people, do you?”’ 

Yes, the principle should remain inviolate; yes, those persons were 
convicted in postwar trials, about which there is, every day, growing 
uncertainty; yes, not to give this property back would be a cruel and 
unusual punishment, not suited to our methods of American justice; 
ves; the property should be returned to them because confiscation 
harms not only the convicted person, who may or may not have been 
correctly tried, who may or may not be still in prison, but more im- 
portantly it harms innocent relatives, who have been accused of 
nothing; and finally, yes; the property should be returned because 
second thought is one of the advantages of democracy and because 
clemency is a recognized part of justice and one of its most admirable. 

We are in an era of good feeling toward Germany and Japan. We, 
as a Nation, have taken up the work of reconciliation. It is now in 
keeping with the mood and wishes of the vast majority of Americans 
as well as with the more elementary justice which survives the heat of 
war that all the property be returned to all the owners and that the 
return program be conducted as promptly, fairly, and magnanimously 
as possible. 

We, accordingly, recommend bringing the three mentioned cate- 
gories with’n the return benefits of this bill. Technically, this could 
be done most simply by striking out the first two provisos of section 
40 (a) 

In concluding, I would like to comment on the national-interest 
forced-sale requirement. It might establish a dangerous precedent. 
We also hope that some safeguard will be added to the bill to assure 
that in cases involving an intercustodia! conflict the property will 
be returned to the real, beneficial owner. 

On the whole, we endorse the bill as an instrument which will 
correct a thousand injustices and make America many friends. 

Thank you for the opportunity to present this statement. 

Senator Dirksen. Thank you, sir, and thank you, Mr. Libby. 
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Senator HENDRIcKSON. May [| ask the last witness one question” 

Would you approve of a return of the property in kind? In other 
words, if some of the assets had been sold, would you approve of the 
return of the proceeds in cash? 

Mr. Finucane. As the bill provides, yes. 

Senator Dirksen. May I ask, if there are some whom we do not 
have on the witness list who may want to testify tomorrow, | wish 
you would come and see Mr. Smithey and Mr. Nairn to make sure 
your names are included on the list. I apologize for my inability to 
carry on this afternoon because of the situation on the Senate floor, 
but that is a realistic one over which I have no control. 

(Whereupon, at 1:25 p. m., a recess was taken until 10 a. m. the 
following day.) 
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FRIDAY, JULY 2, 1954 


Unirep States SENATE, 
SPECIAL SUBCOMMITTEE INVESTIGATING 
ADMINISTRATION OF THE TRADING 
Wirth tHE Enemy Act, OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 318, 
Senate Office Building, Senator Everett M. Dirksen (chairman of the 
subcommittee) presiding. 

Present: Senators Dirksen (presiding), Hendrickson, and Kefauver. 

Present also: Senator McCarran. 

Present also (staff): John W. Nairn, counsel to the subcommittee; 
and Wayne H. Smithey, professional staff member. 

Senator Dirksen. The hearing will come to order. 

Is Mr. Ginsburg here? Mr. Ginsburg, will your testimony take 
very long? 

Mr. Ginssura. I think about 15 minutes, Senator. 

Senator Dirksen. May I say to all the prospective witnesses here 
that we will run this morning until possibly 12:30, and then we will 
resume at 2 and, if at all possible consonant with what happens on 
the Senate floor, we will run until 5. I do trust that if the testimony 
can be on the short side, we can get over the whole list of witnesses 
today. We must make allowances for the Secretary of State, who 
comes at 2 o’clock. So if we can conduct ourselves accordingly, we 
may be able to get over the list today, because it will be so unpredict- 
able as to when we can set another hearing. It will be quite a while 
from now. So we will proceed this morning and do it with as much 
dispatch as possible. 

Senator Kerauver. Mr. Chairman, unfortunately I have to go 
to the floor to get a resolution filed. I do hope to come back. I 
wanted to introduce, and have my introduction count when he is 
called, Mr. Cecil Sims, who is a prominent and well-known and 
reliable attorney and farmer of Nashville, Tenn. Mr. Sims has made 
a thorough study of alien property law in general, and I want to 
introduce him and speak highly of him to the committee. 

If | am not here when he starts to testify, I hope my introduction 
will appear before his testimony. 

Senator Dirksen. Very well. I will amplify your introduction, 
since he comes from the great Commonwealth of Tennessee. 

Senator Kerauver. Thank you, Mr. Chairman. 

Senator Dirksen. Mr. Ginsburg, will you identify yourself for the 
record, please? 
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STATEMENT OF DAVID GINSBURG, ATTORNEY-AT-LAW, 
WASHINGTON, D. C. 


Mr. Grnsspurc. Mr. Chairman and Senator Kefauver: 

My name is David Ginsburg. I am a member of the Bar of the 
State of West Virginia and of the District of Columbia, and have 
been engaged in the private practice of law in Washington since 
1946. Shortly after the war, | became deputy to Gen. William F. 
Draper, Jr., Director of the Economics Division in the Office of 
Military Government in Germany. In 1947 I served as deputy to 
the Honorable Joseph M. Dodge, then United States Commissioner 
in Vienna, in connection with ? parations matters under the proposed 


Austrian Treaty. That year I also prepared an extensive study for 
the National Planning Association entitled “The Future of German 
Reparations.” Since 1945, therefore, I have been concerned, as an 


individual or professionally, with reparation problems and the Trading 
With the Enemy Act. 

| appear here this morning as an individual in full support of the 
principles of Senate 3423 

Yesterday morning we ‘heard Colonel Townsend, the distinguished 
Assistant Attorney General and Director of the Office of Alien Prop- 
erty, say that he strongly opposed the policy of confiscation—he 
opposed it as un-American and for the reasons that were so ably 
presented by Congresswoman St. George. Yet Colonel Townsend 
concluded that 5S. 3423 should not be enacted into law. Nor did he 
offer the subcommittee an alternative way in which the implied policy 
objective—the avoidance of confiscation—could be accomplished. 
Apparently he believes that the country is saddled with the confisca- 
tion policy and nothing can be done about it. 

His views are somewhat difficult to reconcile. As I listened to 
his testimony and read it again last night, it struck me that the clue 
to Colonel Townsend’s thinking may lie in these words: ‘‘It seems 
to me,” he said, ‘“‘to be objectionable to hand over to enemy na- 
tionals’’—and I stress the words ‘enemy nationals’’—what he called 
‘a bonus arising from a war brought on by their governments.’ 
Had this statement been made in 1944, it would perhaps have been 
understandable. But this is 1954. Only this week President Eisen- 
hower and Prime Minister Churchill jomed in a declaration calling 
for full partnership for Germany in the family of nations. The ques- 
tion before the subcommittee is whether the nationals of this same 
Germany today are to be treated as enemies? 

These matters of foreign policy are matters on which, presumably, 
we shall have guidance from the Secretary of State this afternoon. 

Colonel Townsend, in his testimony, used as a figure of speech the 
concept of a bridge. You will recall that he said that he opposed 
eenieeatitn- that he opposed ‘the construction of the bridge here’’ 
in the first place. Yet now, he said, the bridge exists and the question 
is whether we shall remove it by dynamiting. In my view, the figure 
of speech should be reversed. What we have today is the dynamite. 
What S. 3423 would provide is a bridge between two nations acknowl- 
edging and linking their community of interest. 

What 8S. 3423 proposes is to reestablish the situation as it would 
have been had the original vesting been solely for custodial purposes, 
for purposes of fighting and winning the war, with recognition at the 
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outset that the United States Government did not seek to confiscate 
the assets. Is it possible to do this? In my judgment it is. And I 
think that this bill is sound in its basic policies, and well designed in 
its basic administrative provisions. My judgment rests on several 
considerations. 

The first is the simplicity of the basic conception: Return of vested 
assets to the record owner. This altogether avoids the endless com- 
plications which would beset the Office of Alien Property in any effort 
to determine true beneficial ownership. Colonel Townsend himself 
said that he wouldn’t want the job—and this bill does not seek to 
give it to him. The property is returned to the person from whom 
it was divested. All those who have legal or equitable rights in the 
property or claims against the property can now assert those rights, 
by their own action, in an appropriate judicial tribunal. 

Second, the bill preserves the basic rights of all creditors and 
claimants. When the property is scheduled for return to the person 
who held it at the time of vesting, creditors may then proceed to 
vindicate their rights by attaching the assets governed by the notice 
to return in the same manner as if the assets had been placed in the 
hands of the record owners. Until their claims are settled, the assets 
cannot be transferred out of the jurisdiction of the United States. 
In my view, this is a true and effective right and far more useful in 
the hands of creditors than the paper rights which they have heretofore 
had under the Trading With the Enemy Act. 

In the event of conflicting claims of record ownership, the conflict 
is decided by the Vested Assets Commission. If a claim of alleged 
beneficial ownership is denied by the record owner, the claimant may 
then proceed against the record owner, in court, promptly upon the 
return of the assets. This is important. The right to proceed under 
section 9 (a) is expressly preserved. 

In all cases there is an appropriate, prompt, and meaningful remedy. 
Although the number of cases which will come to the courts cannot be 
foreseen, it is reasonable to predict that the mere existence of an 
efficient and effective remedy in the hands of claimants will facilitate 
settlement and will lead to resolution of differences, in many cases, 
outside the courts, 

Third, the bill envisages speedy administration. It contains a 1-year 
limitation on the filing of claims. It contemplates that returns will 
be made within an additional year, since failure to make such return 
is the subject of complaint. There are specified limits of time within 
which creditor attachments must be filed. The great bulk of the 

cases can thus be disposed of in a relatively brief period of 2 to 3 years. 

As we see it, the issues which would confront the Office of 
Alien Property under this bill, in the overwhelming majority of 
cases—— 

Senator Henprickson. You used the words “‘as we see it.””, Whom 
do you mean? 

Mr. Grinsspura. Those of us who are interested in this bill. At 
the moment, I appear before you as an individual. I sought to 
qualify myself at the outset of the testimony. 

Senator Henprickson. I am sorry I missed that. You used the 
word ‘‘we,” and I thought you were representing somebody. 

Mr. Ginspure. The editorial “we.” 
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The issues which confront the Office of Alien Property under this 
bill would not be complex, so that there would be no reason for delaying 
the return intended by the Congress. 

Again, in connection with administrative expenses, the bill has been 
carefully framed to speed settlement. Where there are liquid assets, 
a deduction for expenses obviously presents no problem. Where the 
assets are not liquid, and a deduction is to be made for administrative 
expenses, the foreign owner may retrieve his assets simply by paying 
the expenses involved. 

Fourth, the bill is completely consistent with international obliga- 
tions. This point has been much debated, and I have looked forward 
to discussing it here. It expressly states that returns are being made 
as a matter of grade; such returns have been and may be made under 
the provisions of the Paris Reparation Agreement of 1946. 

No former owner can claim his property under this bill as a matter 
of right; it contains no declaration or statement that vesting was 
in any way unlawful. England has chosen, as a matter of grace, to 
distribute the proceeds from the sale of German assets to the creditors 
of German debtors in England. Norway has also adopted a system 
of ex gratia payments. Greece has already returned the assets. 
Turkey is contemplating such return. South Africa returns the 
assets to owners who “immigrate” there, even briefly. Denmark, 
Holland, Belgium, and Luxembourg in effect make partial returns 
through a return against varying lump sum payments, on a case-by- 
case basis. 

For objections to be raised, in this context, that return is somehow 
contrary to international law or agreement is, in my view, to disre- 
gard both the nature and purpose of the Paris agreement and the 
actual international practice under it. 

Senator Henprickson. How were these returns made? Were they 
made in kind or were they made in cash payments? 

Mr. GinspurG. Returns are being made in kind today. All of the 
assets have been returned by Greece in kind. Assets are being re- 
turned in kind in Denmark, Holland, Belgium, and Luxembourg. 

Senator HeNpRIcKsoN. You would not object to the assets in this 
situation which confronts us being returned in kind, would you? 

Mr. GinsspureG. | would certainly believe and strongly support the 
proposal that those assets which have not been liquidated should be 
returned in kind, and that compensation should be made for the 
balance of the assets which have been liquidated. 

Senator Henprickson. In other words, cash payments would 
serve the same purpose as the stock? 

Mr. GinsspurG. Cash payments would serve the purpose only in 
those cases where cash alone exists; but where there exists stock or 
where there exist assets, in my view, Senator Hendrickson, the assets 
and the stock should be returned. 

Senator Henprickson. You mean if you can identify the stock with 
the person in the case? 

Mr. GrinssureG. Exactly, sir. 

Senator Henprickson. That would be pretty difficult under this 
bill, would it not? 

Mr. Ginssurc. No, sir. Perhaps I don’t understand your ques- 
tion, Senator. This bill simply proposes to return the assets which 
are in being, to the persons from whom those assets were divested. It 
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would be a relatively simple matter for the Office of Alien Property of 
the Justice Department to return such assets to the owners from whom 
those assets were divested. 

Senator Henprickson. It does not look like a simple problem to me. 

Mr. GinsspurG. So long as those who have claims against the 
property, Senator, may proceed to vindicate their rights in the courts, 
they can have no valid objection. The problem of returning the 
assets to those from whom the assets were taken 

Senator Henprickson. If their rights are protected by payment in 
kind, does that not meet all the obligation that we owe as a Govern- 
ment? 

Mr. Ginspura. By payment in kind? 

Senator HenpRicKsoN. Yes. 

Mr. Ginsgura. So long as we return those assets which are in 
being in kind, I think that is as far as we can go at the present time. 
We cannot undo the sales which have already been made. 

Senator Henprickson. All right. Proceed. I am sorry. 

Senator Dirksen. In that connection, Mr. Ginsburg, let me ask, 
are you familiar with the agreement we made with Italy pursuant to 
the Treaty in 1947? 

Mr. Ginssura. I am, sir. 

Senator Dirksen. Under that, restitution was made. I wonder 
if you would comment on that. 

Mr. Ginspura. In that case, the assets were returned to Italy, 
and thus to the former property owners, subject to a payment by 
Italy, the proceeds to be distributed here. 

The basic principle of non-confiscation, of the return of the assets 
was thus accepted in the case of Italy. There too, we were confronted 
with a belligerent country. The principle of return was thus accepted 
by the Congress, since it was embodied in the Treaty approved by 
the Senate. I believe the same principle is clearly incorporated in 
the proposed bill. 

Senator Dirksen. Administratively, how difficult was that job? 

Mr. Ginsspura. In the case of Italy there were no substantial 
administrative difficulties, to my knowledge. The process has pro- 
ceeded quite simply. I should say, in fairness, that the amounts 
involved, the value of the assets, is of course much larger in the 
present case. Nevertheless, the problem of the return of assets to 
Italy was certainly not an insubstantial one. 

Every bill and every law can be improved; and every bill and every 
law, not matter how carefully perfected, does leave a residue of prob- 
lems which must be worked out in intelligent and effective adminis- 
tration. The critical consideration before this subcommittee is 
whether there are in this bill defects which are so basic as to make 
intelligent and effective administration impossible. In my view, 
there are no such basic defects, and I should like now to consider 
the criticisms which have been made. 

We are told that it may require substantial appropriations in order 
to provide funds for the compensation of property owners whose 
assets have been sold. This point was made yesterday at the opening 
by Colonel Townsend. This is true. It is equally true that the pro- 
ceeds of liquidated assets were used to pay claims which would have 
been satisfied whether or not the Government had vested the assets. 
In other words, appropriations are required to put the United States 
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in the same position that it would have been had it retained all of 
the assets in custody, without confiscating them. Under these cir- 
cumstances, war claims would have been paid by appropriations— 
as they should have been—and no additional sums would have been 
required for purposes of this legislation. Those who raise the problem 
of appropriations, therefore, ‘simply object to the basic policy of 
custody and return. Return is wholly consistent with full recognition 
of all legitimate war claims and, indeed, as we heard yesterday, the 
American Legion supports both types of measures. 

The amounts required now are, as yet, undetermined, although we 
can fairly assume, from the value of the assets which have been liqui- 
dated, that relatively large sums will be required. This week, the 
Congress has authorized the expenditure of over $3 billion for its 
foreign assistance program. By comparison with the current aid 
program or with the amounts spent in postwar Germany—over $3 
billiion—the value of the liquidated assets is small. The underlying 
question of policy is whether $100 million or even $200 million— 
although the actual sum required would be less—should be denied 
by the Congress when enormously larger sums are being appropriated 
to serve exactly the same interests which would be served by return: 
The interests of the Western European Alliance. 

This question of policy the committee has already answered affirma- 
tively and, in my judgment, properly. 

Colonel Townsend further commented that S. 3423 disregarded the 
great increase in value of much of the vested property after the date 
of vesting. 

It is true, generally speaking, that the dollar value of many prop- 
erties in the United States has increased over the last 10 to 15 years. 
If it is now proposed to return to the principle of custodianship or 
trusteeship as contrasted with confiscation, then it is certainly clear 
that the increase in value should be returned with the assets. 

The value of minority stock holdings increased with the increase in 
value of the assets. Surely such interests have no legitimate com- 
plaint. And presumably officers such as those who appeared here 
yesterday who contributed to the rise in values have been duly com- 
pensated for their services in the same way as the officers of all 
American companies which have prospered since 1941. 

To talk of returning the fruits of war to an enemy concern is merely 
to oppose the principle of return and to endorse the principle of 
confiscation. This issue must be faced: Are German returnees today 
to be regarded as enemy concerns, or are they to be treated, as a 
matter of grace, as ex-enemy property owners? 

Not all property, it should be remembered, increased in value. 
Some r—— remained stable; others, notably patents, decreased in 

value. S. 3423 simply proposes that all assets be returned in their 
present state to their former owners. This is part and parcel of the 
principle of return; and those who oppose it are, in effect, opposing 
return. 

The bill provides that return shall be denied if the President deter- 
mines that return of the particular property to German owners is 
contrary to the national interest. In that event the German owner 
has a year to sell to Americans. The technical objection is made 
that the enterprise may be sold to cloaks, or resold to Germans. The 
short answer is that the President may obviously condition release 
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of the property upon appropriate terms of sale to assure preservation 
of the national interest in eueeren ‘e with the purpose of Congress. 

The sale would be under Government supervision, and the same 
provisions and surveillance of purchaser would be possible as in the 
case of a sale made by the Government. 

If there is any fear that return to the record owner for 1 year may 
give him valuable secret information, it would be possible to add 
simple amendment to the bill, along the lines developed yesterday by 
Mr. Nairn and Mr. Smithey, providing that in case of a national 
interest determination, the property would be made the subject of a 
notice, the record owner would have 1 year to negotiate a contract of 
sale to American citizens, and the Office of Alien Property would 
transfer the property to the purchaser upon his payment to the record 
owner of the agreed price. 

Several patent questions were raised yesterday. Colonel Town- 
send pointed out that in the case of patents, certain royalties could 
not lawfully have been received by the record owner, or by a national 
of an Allied or neutral power. In my view, this point was well taken. 
The bill should be amended to provide for deduction of any proceeds 
which could not lawfully have inured to nonenemy patentees. 

As to the problem of outstanding royalty-free licenses, I believe 
there is no true property right in a royalty-free license. It may be 
wise to provide that existing licensees shall have the right to continue 
their licenses upon the basis of a reasonable royalty; that is all that 
any self-respecting American businessman can ask. 

But if it is desired to retain outstanding royalty-free licenses, an 
amendment to that effect is simple enough. This doesn’t go to the 
essence of the bill. 

We are also told that S. 3423 is objectionable because of a problem 
regarding American war damage claimants. The position of the 
Justice Department on this point is unclear. I listened to Colonel 
Townsend’s testimony yesterday, and I read it again yesterday. Is 
it his recommendation—and I believe that it was—that we should 
liquidate the remaining assets and use the proceeds to compensate 
American war damage claimants? 

This suggestion is ordinarily made, and I stress the point, not by 
war damage claimants themselves, but in their name by those who, 
for other reasons, oppose return. ‘Those who do business abroad have 
generally felt it unwise to press for compensation from foreign-owned 
private property in the United States for damage done to their own 
property in other nations. The positions can too easily be reversed. 
And the floodgates of confiscation, once opened for purposes of obtain- 
ing compensation for property owners, cannot readily be closed. 

Reference has been made to the views of Secretary Hull. You will 
recall that in 1935, in a comparable situation, when Secretary Hull 
wrote to Senator Capper regarding the German fund held under the 
Settlement of War Claims Act, he spoke out against compensating 
Americans through confiscating foreign-owned assets, not only on the 
basis of principle, but also on the basis of self-interest: 


It would be an incentive to other governments, 
he said 


to hold American private property to satisfy claims of their nationals against this 
Government and to pass upon such claims in their own way. It is important 
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from my point of view, therefore, that the United States should not depart in any 
degree from its traditional attitude with respect to the sanctity of private property 
within our own territory whether such property belongs to nationals of former 
enemy powers, or to those of friendly powers. 

Many war-damage claimants, moreover, have written off their war 
losses for tax purposes; and in some cases substantial assistance, 
through tax benefits and otherwise, has been obtained from foreign 
governments. In most cases, therefore, war-damage claimants have 
already had at least partial relief. 

Another technical objection is predicated on the fact that many 
record owners are not of German nationality and that they were 
alleged ‘“‘cloaks” for Germans. 

This objection sounds sinister, but the problem seems to be more one 
of semantics than of fact. Take this example. If, say, the title of a 
Dutch corporation—I choose a Dutch corporation simply because 
Holland is one of several countries which provided cloaks—is not 
acquired or established for the benefit of German nationals, everyone 
would agree that the assets should be returned to the Dutch cor- 
poration. If the Dutch record ownership is for the benefit of German 
owners, then it is the very purpose of this bill that the property should 
be returned to the Dutch corporation, and in turn to the German 
owners. 

But it is said that this Dutch corporation may deny the German 
ownership. This is possible. But it is also true that we may expect 
that businessmen with a business reputation to maintain will respect 
their business commitments. If not, the German owners may proceed 
against them to establish their rights 

Senator Henprickson. The record does not show that in many 
cases, though 

Mr. Ginsspura. My suggestion would be, then, sir, that the Depart- 
ment of Justice, if it has information which isn’t classified, should 
help to reveal that these companies were truly cloaks, and thus assist 
the true owners to retrieve their property by giving them the benefit 
of information in the Justice Department files. 

If this were done, there would be no failure of justice on the part of 
the United States Government. 

We have already discussed with Mr. Nairn our recommendations 
for avoiding confiscation by other countries of properties returned to 
their nationals as record owners. 

Finally, Mr. Chairman, I should say that although we believe all of 
Colonel Townsend’s objections can be met, by amendment if neces- 
sary, the points he raised merited full discussion and consideration. 
It is far better for all of us now to state our viewpoints candidly and 
to work out, together, the best possible solutions. Even those of us 
who differ with Colonel Townsend respect the viewpoint he has taken 
and the arguments he has made. We firmly believe that S. 3423, 
when appropriately amended, will furnish a sound basis for imple- 
menting the policy of return—and we look forward to its administra- 
tion by Colonel Townsend. 

| take this opportunity, too, to express my appreciation to you, 
Mr. Chairman, and to Senator Hendrickson and the other members 
of the subcommittee, and to the staff, for the time accorded us and for 
the courtesy shown in this hearing. 

Senator Drrxsen. Thank you, Mr. Ginsburg. 
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Any questions? 

Senator Henpricxson. I have no questions, Mr. Chairman. I] 
just want to say that I enjoved listening to the statement. It was a 
very fine statement. 

Mr. GixsspurGc. Thank you, sir. 

Senator Henprickson. I do not agree with it in its entirety, but I 
must concede it was well done 

Senator Dirksen. Thank you, Mr. Ginsburg. 

Congressman Curtis, of Nebraska, is here. He, like all of us, is 
somehwat depressed by the passing of our colleague, Senator Butler, 
of Nebraska, and I suppose that will entail some responsibilities, and 
1 understand the House also convenes at 10 o’clock this morning, 

I understand, Congressman Curtis, that your statement is very 
short, and we will be delighted to have your testimony at this time. 

Will you qualify yourself and identify yourself for the record? 


STATEMENT OF HON. CARL T. CURTIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA 


Representative Curris. Thank you, Mr. Chairman. 

1 am Congressman Carl T. Curtis, of the First Congressional Dis- 
trict of Nebraska. At no time did I ever make an appearance under 
greater emotional strain than at this time, due to the loss of Senator 
Butler. I therefore will immediately go to my prepared statement. 

let me begin by expressing to the chairman and the other distin- 
guished members of the subcommittee my appreciation for this 
opportunity to state my views on the proper legislative approach to 
the alien property question which now confronts us. 

In the Senate as well as in the House of Representatives, I am sure 
that there is a strong desire to solve this problem and get the Govern- 
ment out of private business. It is my considered opinion that 
passage of the present bill, S. 3423, and its identical companion bill 
in the House of Representatives introduced by me, H. R. 9475, is the 
best way to accomplish this objective. 

Senator Dirksen. Is that an identical bill? 

Representative Curtis. Yes, sir. 

By returning seized German property to its owners we will be doing 
what is morally right and at the same time we will add immeasurably 
to the effectiveness of our foreign policy. 

In its report issued last January 29, the subcommittee recognized 
that permanent confiscation of the private property of enemy aliens 
is contrary to international law and to the traditions of the United 
States. The subcommittee report leaves no doubt that the confisca- 
tion policy was in large part shaped by persons whose first loyalty 
was not to the United States but to a foreign ideology. 

Today, 9 years after the end of hostilities, it is apparent that the 
outright expropriation of property owned by individual enemy citizens 
is a haphazard and unjust way of settling differences between nations. 
I believe that there is a moral obligation, based on American respect 
for the rights of the individual, to return the seized German property, 
just as we returned Italian property 7 years ago. 

Furthermore, the proposed return faces the realities of foreign 
policy. It takes account of the fact that the people of West Germany 
have in recent years become a vital and increasingly important bul- 
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wark of the free world. To win their good will and cooperation, the 
United States has since 1945 spent some $3% billion for the recon- 
struction of the West German economy. Yet we defeat our own 
purposes when we inconsistently withhold $350 million worth of 
private property from its rightful owners because of their former 
enemy status, while we spend 10 times as much money, taken from 
the American taxpayer, to obtain the support of their countrymen. 

[f the people of West Germany are valuable and necessary allies, 
as I believe they are, then we must treat them as equals. If we can 
trust them to make good use of the tremendous contributions we have 
already made to them, surely we can trust them with their own 
property. Iam sure that the present bills embody the proper tech- 
nical safeguards to protect American interests at the international 
level, and also to protect every American citizen directly concerned. 

To sum up, in the present period of international uncertainty and 
crisis, the return of this property to its thousands of individual owners 
will constitute a ringing reaffirmation of America’s devotion to inter- 
national justice and the rights of the individual. Also, by strengthen- 
ing still further our growing friendship and collaboration with West 
Germany, this unselfish act will emphasize the unity of the western 
democracies and thus improve the prospects for peace throughout the 
world. 

Thank you for allowing me to appear here to make this statement. 

Senator Dirksen. Thank you, Mr. Curtis. 

I see you have alluded, and I believe Mr. Ginsburg alluded, to the 
amount of money in all forms that has been made available to West 
Germany in the form of aid. I was going to suggest to the staff 
that from the appropriate sources—Treasury, State, and so forth— 
you compile a statement showing loans, disbursements, grants, foreign 
aid, in kind and in money, and in every other form, for file of the 
subcommittee. I think it would be illuminating, and very useful 
for the purposes of the committee. 

Congressman Curtis, I thank you very much. 

Senator DirksEN. There is a group of witnesses here who will not 
take much time, according to what Mr. Ryan said yesterday. I see 
George Riley back there. 

George, you, Mr. Ryan, Mr. Toronye, and Mr. Supon, are all 
together. Are there only two of you this morning? 

Mr. Rivey. Three. 

Senator Dirksen. Mr. Toronye, will you also come up. 

[ understand that your testimony is rather on the short side. 

Mr. Rivey. Quite brief, Mr. Chairman. 

Senator Dirksen. Mr. Ryan, you will testify, also? 

Mr. Ryan. Yes, sir. 

Senator Dirksen. What about Mr. Toronye? 

Mr. Ryan. He will testify, sir. 

Senator Dirksen. Will you identify yourself for the record first 
of all, Mr. Riley? 
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STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE OF THE AMERICAN FEDERATION OF LABOR 


Mr. Ritey. Thank you, Mr. Chairman. 

[ am George D. Riley. I am a member of the national legislative 
committee of the American Federation of Labor. 

The position of the American Federation of Labor in this instance 
is concurrent with and identical to the expressions voiced by our 
membership employed by the General Aniline & Film Corp. employ- 
ees, numbering 9,000, and including those in such craft unions as 
stagehands, chemical workers, pipefitters, electricians, sheetmetal 
workers, operating engineers, typesetters, teamsters, and machinists. 

These employees are distributed in manufacturing operations in 
Rensselaer, N. Y.; Johnson City, N. Y.; Linden, N. J.; Oakland, 
Calif.; Binghamton, N. Y.; and Detroit. 

Senator Henprickson. Mr. Riley, how many of them are in Linden, 
N.J.? 

Mr. Rixxy. I will have to get Mr. Toronye to give that figure. 

Senator Henprickson. If he is going to testify, we can get the 
information at that time. 

Mr. Rivey. I didn’t plan to go into detail. This is a short intro- 
ductory statement. 

The reasons supporting the position taken by these employees will 
be set forth in the testimony given by John B. Ryan, Jr., representing 
the International Chemical Workers Union of General Aniline & Film 
Corp. plant at Rensselaer, N. Y.; and Steve J. Toronye, an officer of 
the General Aniline Employees Organization, Inc., of Linden, N. J. 

May I defer to the other two, Mr. Chairman? 

Senator Dirksen. Very well. 

Now, Mr. Ryan, will you identify yourself, please? 


STATEMENT OF JOHN B. RYAN, JR., PAST PRESIDENT, INTER- 
NATIONAL CHEMICAL WORKERS UNION, RENSSELAER, N. Y. 


Mr. Ryan. Mr. Chairman, Senator Hendrickson, and gentlemen of 
the committee, I am John B. Ryan, Jr., 548 Warren Street, Albany, 
N. Y. I am the immediate past president of the International 
Chemical Workers Union, Local No. 227, at our Rensselaer plant, 
New York. Iam a past member of the executive committee of the 
Central Federation of Labor of the City of Albany. I am the past 
commander of the Joint Veterans Committee, Rensselaer County, 
New York State. I am a past post commander of the American 
Legion, a past county commander of the American Legion. I am at 
present membership chairman of the department of New York, and 
prominently mentioned as the next commander of the great depart- 
ment of New York of the American Legion. 

1 am speaking today on behalf of the International Chemical 
Workers Union, American Federation of Labor, the Albany Central 
Federation of Labor, the New York State Federation of Labor, and 
the Joint Veterans Committee of Albany and Rensselaer Counties, 
and I am also speaking as an individual Legionnaire. 

It grieves me greatly, Mr. Chairman, to find myself, as a veteran 
and as a Legionnaire, differing with the greatest veterans’ organization 
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that this world has ever known, the American Legion, but I do so as 
an individual and as one who is involved in this hassle, if you will-— 
and it is a hassle to us little people who have lived with it for some 
time, and who are most affected by it. 

It also grieves me greatly to differ with my good friend, Miles 
Kennedy, whom I admire greatly as a Legionnaire and es one who is 
doing an excellent job for the American Legion and for America as 
our legislative representative here in Washington. 

sut perhaps we aren’t at such great difference of opinion, because 
in listening to Mr. Kennedy’s testimony as of vesterday and having 
an opportunity to evaluate some of it, 1 find he quoted from a report 
of our Foreign Relations Committee, a report of some 11 pages, and 
tucked away here on page 4 are 3 lines that pertain to this issue that 
we have before us today. I quote: 

We urge that Congress by proper legislation return to German nationals, as 
already has been returned to Italian nationals, their property seized and now in 
the hands of the Custodian of Alien Property. 

Mr. Chairman, I am somewhat confused. Possibly I am a little 
naive | am confused 2S to just who does own these properties. We 
thought it was the Germans, and I was feeling badly because I am 
differing with the American Legion on a particular issue. Possibly 
1 am not differing with them at all, because someone has stated here 
that the Swiss own it; someone else says the Germans own it. I know 
that the Alien Property Custodian’s Office is operating it. 

[am sure Miles Kennedy might agree with me, and I am definitely 
sure Senator Pat McCarran might agree with me, that maybe to settle 
this whole issue it might be well if we gave it to the Irish, because they 
could probably do more with it and put it to greater advantage than 
some others. 

Senator Henprickson. Mr. Chairman, might I suggest to Mr. Ryan 
that if this committee were to report S. 2171, and if that bill were 
passed by the Congress and approved by the President, we might 
pretty quickly find out who owns this stock. 

Mr. Ryan. Speaking on behalf of the organizations that I have 
mentioned previously, I state here now categorically that they are all 
opposed to having the General Aniline & Film Corp. returned to former 
enemy alien ownership 

Point No. 2 that I make is that union membership and the veterans 
at our plants are adamantly opposed to the return to the Prussianistic 
and the negative labor philosophy of former enemy alien ownership. 

Labor unions and the veterans of our plants are vitally and deeply 
concerned with the insecurity and the uncertainty of employment 
under former ownership. 

Many of our oldtime employees—and I am sure that Mr. Toronye 
will enlarge upon this—and in our particular case in the Rensselaer 
plant it is a majority of the employees—remember having worked 
under former enemy alien ownership. At that time the General 
Aniline & Film Corp. was merely considered an appendage of a large 
certel with restricted operation and certainly with a limited number 
of jobs. 

Realistically, labor unions and other employees appreciate greatly 
and are most grateful for the additional jobs that have been created 
under American management, even though we have been somewhat 
restricted by certain Government controls. It is evidenced by an 
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employment record of 340 in 1940, and I quote our Rensselaer plant, 
as compared to 725 in 1954. 

Our labor unions are seeking greater security and greater potentiality 
of more employment through expansion as a result of the General 
Aniline & Film Corp., being returned to private American industry. 

Labor unions and veterans’ organizations and our entire community 
are mindful that a return to former enemy alien ownership could mean 
a complete shutdown of our plant for an indefinite period of time. A 
readjustment period, a planned period of such duration, could very 
well weaken and possibly break our union-management agreement. 

Under former enemy alien ownership or a cloaked ownership, if you 
will, unions would be limited or would be forced to be dealing with 
absentee owners, which in itself would reflect a cold and impersonal 
approach to all labor problems. 

| know the employees in our plant, and I am sure that in every plant 
in America they like to work for a corporation that recognizes their 
responsibility in the community. Under former enemy alien owner- 
ship, such responsibility was never recognized, nor would it ever be 
recognized, either materially or morally. 

All of the groups for which I speak are also opposed to working 
under foreign enemy capital, alien capital. 

It is the considered opinion of organized labor in our plants that 
anyone advocating legislation to return these properties to former 
enemy alien ownership is backing foreign capital against free and 
democratic American labor. 

Mr. Chairman, | feel very strongly that it is very near time that 
we got back to some of the basic principles of Americanism in this 
country which we have been losing so greatly. 1 know little or nothing 
about international relations, nor do | profess to. All I know is what 
| read in the newspapers. But I am for America and Americans first, 
last, and always. 

I feel that that is the way we should approach this problem. If 
this be waving the flag, then I am happy that I am accused of waving 
the flag. 

The American Legion has been accused of waving the flag for a 
good many years by the Communists, and I am happy to be put in 
the same position here and now. 

Since these properties, Mr. Chairman, are essential to the economy 
and security of our country, and | think we all agree to that, why 
shouldn’t the Government sell them to the highest qualified American 
bidder and the moneys realized from it adjudicated as the claims can 
be proved? 

That concludes my remarks, Mr. Chairman, and I am sure that 
some of the remarks I made, Mr. Toronye will enlarge on. 

Senator Dirksen. Thank you, Mr. Ryan. 

(Mr. Ryan’s prepared statement follows:) 


STATEMENT OF JOHN B. Ryan, Jr., Past PRESIDENT OF INTERNATIONAL CHEMI- 
cAL WorKERS Union, Locat No. 227, AMERICAN FEDERATION OF LABOR, 
Past COMMANDER OF CENTRAL VETERANS COMMITTEE OF RENSSELAER COUNTY, 
NM. %. 

Speaking on behalf of the International Chemical Workers Union, American 
Federation of Labor, Albany Central Federation of Labor, New York State 
Federation of Labor, Joint Veterans Committee of Albany and Rensselaer 
Counties, N. Y., and other parties at interest 
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1. The aforementioned as a whole are, categorically, opposed to having General 
Aniline & Film Corp. returned to former alien ownership. 

2. Union membership and other employees are adamantly opposed to a return 
to the Prussianistic, negative labor philosophy of former ‘‘enemy alien ownership.”’ 

3. Labor unions and employees are vitally and deeply concerned with th 
insecurity and uncertainty of employment under foreign ownership, 

4. Old time employees, a majority of those employed, remember that under 
former “enemy alien ownership,’’ General Aniline & Film Corp. was an appendage 
of a large cartel with restricted operation and a limited number of jobs. 

5. Realistically, labor unions and other employees appreciate and are grateful 
for the adcitional jobs created under American management, even though restric- 
ted by certain Government controls, as evidenced by an employment record of 
340 in 1940 (Rensselaer) as compared to 725 in 1954. 

6. Labor unions are seeking job security and greater potentiality of more 
employment openings through expansion as the result of General Aniline & Film 
Corp. being returned to private American industry. 

7. Labor unions, veteran organizations, and the community are mindful that a 
return to former “enemy alien ownership” could mean a complete shutdown of 
the plant for an indefinite period of time. A readjustment period of planned 
duration could weaken and/or break ‘the union-management working agreement. 

8. Under ‘former enemy alien’’ ownership, or a cloaked ownership, unions 
would be dealing with absentee owners which, in itself, would reflect a cold, 
impersonal approach to all labor problems 

9. Employees like to work for a corporation that recognizes responsibility in 
the community. Under former ‘“‘enemy alien ownership,’’ such community 
responsibility never was, nor would be, acknowledged, either materially or morally. 

10. All of the groups I speak for are opposed to working under foreign ‘‘enemy 
alien capital.” 

11. It is the considered opinion of organized labor in our plants that anyone 
advocating legislation to return these properties to former ‘‘enemy alien owner- 


ship” is backing foreign capital against free and democratic American labor. 
12. Since these properties are essential to the economy and security of our 
country, why shouldn’t the Government sell them to the highest qualified Amer- 


ican bidder and the moneys realized adjudicated among claimants. 





INTERNATIONAL CHEMICAL WorKERS’ Union, Locat No. 227, 
Rensselaer, N. Y., July 7, 1954. 
The Honorable Everett Dirksen, 
United States Senate, Washington, D. C. 

Dear SENATOR DirKsEN: In Washington, on July 2, 1954, a Senate Judiciary 
Subcommittee conducting hearings on the disposition of the General Aniline & 
Film Corp. was told by Mr. John B. Ryan, former president of Local 227, I. C. 
W. U., that the workers oppose the return of the General Aniline to its former 
owners 

We wish to emphasize that Mr. Ryan cannot and does not speak for the workers 
at the Rensselaer plant of the General Aniline. Since he is now a member of 
management, Mr. Ryan can only speak for management. 

We would appreciate an acknowledgment of this letter and also a copy of the 
testimony given last week at these hearings. 

Sincerely yours, 
Horace J. LaBrer, 
President, Local 227, I. C. W. U. 


Mr. Ryan. Thank you, Mr. Chairman. 
Senator Dirksen. Mr. Toronye, will you identify yourself for the 
record? 


STATEMENT OF STEVE J. TORONYE, PAST PRESIDENT, GENERAL 
ANILINE EMPLOYEES ORGANIZATION, LINDEN. N. J. 


Mr. Toronyr. Mr. Chairman and Senator Hendrickson and gentle- 
men of the subcommittee, my name is Steve J. Toronye. I am past 
president of the General Aniline Employees’ Organization, located 
at Linden, N. J. I am also past officer of the Grasselli Veterans’ 
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Organization, and chairman of the Linden Labor Council, composed 
of all AFL, CIO, and independent labor organizations in Linden, 
with a combined membership of over 40,000. 

I have a statement here which I have prepared, and I would like the 
permission of the chairman to elaborate a little on some of the fine 
points. 

All of the above organizations emphatically oppose giving back the 
General Aniline & Film Corp., a vested enemy property, to foreign 
interests. 

\ large punber of our employees of the General Aniline Works at 
Linden, N. J., who experienced adverse, un-American working con- 
ditions under foreign control, are strongly opposed to General Aniline & 
Film Corp. being returned to former enemy alien ownership for any 
period of time. I would like, Mr. Chairman, at this time to elaborate 
a little on that point. 

I could from my personal experience cite to you some of the condi- 
tions that have confronted some of us employees who have worked 
under German people. I would like at this time to clarify my posi- 
tion. I have no axes to grind with the Germans as such. I am 
forced here to give you the facts. When I say ‘forced,’ I am duty 
bound by my conscience and my constitutents to give you the facts 
as they existed in the plant. 

If I may get slightly personal 

Senator Henprickson. You mean as they existed before vesting? 

Mr. Toronysr. That is right, Senator. I would like, if I may, for 
a moment digress personally, just to show that I do not have any 
prejudice. I don’t want to show any prejudice toward the Germans, 
for I myself, am married to a lovely German girl, and she has bore 
me five lovely daughters. That should certainly prove that I have 
no axes to grind with the Germans as such. 

I was hired by the General Aniline Works at Grasselli, known at 
that time as Grasselli, recently changed to Linden, but it is the same 
location—I was hired in August 1936. 

Senator Dirksen. Is that when the plant began at that location? 

Mr. Toronysz. No, sir. That was back, I believe, in 1926 when 
it was consolidated with the Du Pont Co. They have broken off 
with the Du Pont Co. 

As I stated before, I was hired in August 1936, just fresh out of 
high school. I was taken to a job by a German foreman. He issued 
instructions to me in German. Fortunately for me, I had 2 years 
of German in high school, and I was able to interpret part of his 
instructions. 

Down at the Linden plant you had to be a good German singer 
if you wanted to advance yourself. They had at that time what, as 
I interpreted it from what little German I did have, was a German 
club. Mr. Beier, who was the general foreman of the entire area 
where I worked at the time, used to issue these books, chance books, 
which used to cost a dollar. He used to come around and give these 
books to every employee. When I say “give,” I mean “give.” If 
you refused, certain circumstances followed. 

I can cite you one incident in which I personally was involved 
when I got sick and tired of taking these books, month after month, 
and finally on this one particular incident when I refused I was tapped 
on the shoulder as I was working, and I was told that I was being laid 
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off, although I had more seniority than approximately six men in 
that particular department. I raised the objection that I had more 
seniority than the other six employees, and he said, ‘I am sorry 
There is no work for you.” 

I can also cite you some examples of the influx of foreign workers 
who came into that plant at that time. In particular, I would Jike 
to cite at this time that several Germans were coming into our plant 
on a 6-month vise. to build kettles. We had brick-lined kettles made 
of special material which the Germans felt only the Germans them- 
selves could perform. Every 6 months we would see a new batch of 
Germans coming in, and the old batch going back. They claimed that 
they had certain secrets about these brick-lined kettles that they had 
Lo cuard., 

They also had mechanics—I use the expression that we have used 
fresh off the boats, come down to the plant who didn’t even know how 
to read a ruler. 

I would like to cite you an example of one particular mechanic 
I have seen this with my own eyes, and that is why I can state it 
When he measured certain material that had to be made up, instead 
of using a ruler he would measure it with his hands. I will show you 
by my hands, because that is the only way I can express it. Say he 
had a piece a foot long, he would measure it like this with his hands 
indicating] rather than measure it with a ruler, because he didn’t 
know how to read a ruler. 

We feel jobs would be further eliminated for the reason that our 
rate of pay here at Linden is four times greater than the prevailing 
rate in Germany. This would cause foreign interests probably to 
transfer their production to Germany. The labor rate of pay, as I 
just stated, is four times greater at Linden. In all probablity they 
would transfer their production to Germany. This would entail 
tremendous loss of employment to our employees. 

We have an established working agreement with the present 
American management which, incidentally, has taken years to build 
up. Anyone in the labor relations field knows that to secure good 
labor relations doesn’t come overnight. There is a certain transitional 
period that must take place. We feel that at the present time we 
are growing up together. We are sort of shedding our growing pains 
To give it back to foreign interests will hamper this established, 
harmonious relation. 

We don’t want at this time, Mr. Chairman, to give you the impres- 
sion that it has been entirely a honeymoon with management. We 
have had our differences of opinion. Like all good Americans, we 
thresh our problems out across the table. That is something that 
we have never been able to do under foreign interests at our plant 
prior to the American Government’s vesting the property. 

[ would like further to ate that any change in ownership will 
expose us to the hazards of changed working conditions, contract 
changes, the loss of jobs, me the uncertainty of foreign interest. 
We want a direct sale to American industry such as has been proposed 
by the Smith-Hendrickson bill. We do not want our future stagnated, 
even for a brief period of time, for we know the conditions that existed 
prior to 1942. 

May I further state that if foreign interests were successful in secur- 
ing this plant—and heaven help us if they do—the foreign interests 
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can enter into long-term contracts with other foreign countries for raw 
materials, semifinished goods, and even cease production entirely in 
this country, which in itself would be detrimental. 

I have statistics here that will bear out that we have paid in to 
Federal taxes over $67 million to Uncle Sam. What will happen if 
foreign interests were successful in securing this plant and taking the 
production out of the Linden plant. 

They can also deplete the assets of the company by giving large 
bonuses and hiring incompetent personnel—foreign sons, as we refer 
to them. 

Their interests certainly will not be cordial. They will not have 
harmonious relations, for their main interest will be to get out of this 
plant as much as possible, and at the expense of the workingman. 

We believe that our company, which has almost tripled in value 
under American management and with the efforts of our American 
employees, should be sold directly by the United States Government 
to the highest qualified American bidder, and not through any alleged 
cloak of any foreign interest. 

Even if the President deems it necessary, as the bill provides, in the 
national interest, we emphatically oppose the sale of the General Ani- 
line to any foreign interest. By this give-away program our national 
security would be jeopardized. Our company, as has been brought out 
in the testimony here yesterday by Mr. Derby, spent over $9 million 
for the acetylene plant which, incidentally, is located right in Linden, 
N.J. If Western Germany secures the patents on the acetylene, the 
probabilities are great that they may fall into the hands of the Rus- 
sians, which certainly is detrimental to our national security. 

We believe that the record shows that under American control our 
company has had steady growth and increased employment. This 
certainly did not occur under German ownership. 

Our payroll has increased by a figure of slightly more than $22 
million since 1942. Our general, overall employment has increased 
by approximately 2,000, which means, according to business statistics, 
that 8,000 mouths have to be provided for, have to be fed. 

This bill, S. 3423, contains no provision specifying that even if our 
company is sold to an American interest by order of the President, it 
would be retained by that particular American interest. 

The Grasselli Veterans Organization, of which I am proud to be a 
member and one of its or iginal organizers, draws its membership from 
our union. It is emphatically opposed to this bill. They subscribe 
to the agreement of the Western Allies regarding seized enemy prop- 
erty. 

Our veterans fought in the last war, and some from our plant lost 
their lives in Germany, as evidenced by the white crosses that lie over 
there in Germany. We, the more fortunate ones, who have been 
successful in coming back and building up this corporation to the size 
that it is today, do not want to forget those fellows who have so 
vainly fought for our American interests. 

May I further ask, what about the American boys that we are pre- 
paring today? Heaven forbid that they should enter the battlefield. 
What have they to look forward to? We train them. We prepare 
them. We tell them to go in there and fight. After the fight is all 
over, they have come back to lose the peace. 
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I would like to emphasize at this time that the 12 months’ period 
which is stipulated in the bill, S. 3423, is most detrimental, not only 
to our national security, but to our people at Linden, N. J. The 
jobs that would be lost by the transitional interlude would certainly 
jeopardize our domestic economy. 

I would like at this time to thank you, Mr. Chairman and Senator 
Hendrickson. 

Senator Dirksen. Thank you. 

Mr. Toronye, I have two questions. The first is this: I note from 
your statement and Mr. Ryan’s statement that your first interest, of 
course, is to get this back into the hands of private American industry. 

Mr. Toronye. Yes, sir. 

Senator Dirksen. This means getting it out from under Govern- 
ment control, where it stands at the present time, and into the hands 
of private industry. In that respect, certainly this committee shares 
your viewpoint, and we have deliberated and labored earnestly and 
late for several years in the hope that that result can be accomplished. 
So there we are in firm agreement. 

Secondly, if the proposal before us can be so amended that it will 
remain in American hands and a proper amendment can be offered 
to the bill under which there can be assurance on that point, that 
cures, in the main, the two important points that you and Mr. Ryan 
have made this morning. 

Mr. Toronye. Thank you. 

Mr. Ryan. I would like to suggest, Mr. Chairman, that it may 
be very well amended by substituting the Dirksen-Smith-Hendrick- 
son-Ives bill for it. 

Senator Dirksen. I appreciate that point of view. That bill, of 
course, relates to one item only, and does not establish a philosophy 
and policy with respect to the whole question of restitution and a 
change in the concept of present law from confiscation to custodian- 
ship. 

Gentlemen, are there any questions? 

Senator Henprickson. I have no questions, but I do want to 
thank these gentlemen for coming here this morning. I think they 
have made a great contribution. 

Mr. Toronye. I would like to submit this 12-year statistical 
summary of some of the figures I have cited. 

Senator Dirksen. Without objection, Mr. Toronye, it will be 
inserted in the record. 

(The document referred to was incomplete and could not be in- 
corporated. ) 

Senator HenprickKson. Carry my best regards back to Linden, Mr. 
Toronye. 

Mr. Smitruery. Before the witnesses are excused, Mr. Chairman, 
along the line of the questions that you asked, sir, I would like to ask 
the witnesses, any of the three who have appeared in behalf of the 
American Federation of Labor, whether they would object to an 
amendment to the bill of this nature, reading as follows: 

Any person purchasing property from the Alien Property Custodian for ar 
undisclosed principal or for resale to a person not a citizen of the United States 
or for the benefit of a person not a citizen of the United States, shall be guilty of 
a misdemeanor and, upon conviction, shall be subject to a fine of not more thar 


$10,000 or imprisonment for not more than 10 years, or both, and the property 
shall be forfeited to the United States. 
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Would that be objectionable to you gentlemen? 

Mr. Ryan. Mr. Chairman, if 1 may reply for Mr. Toronye and 
myself, we are only country boys down here, and we don’t propose to 
know all of the legalistic language, nor are we familiar with it. I am 
sure that we are not in a position to give you any constructive answer 
to that question. It sounds reasonable to me. I will say that. But 
I certainly wouldn’t want to put myself in the position of categorically 
giving you a “Yes” or ‘‘No” answer, and I am sure Mr. Toronye 
wouldn’t. 

Mr. SmiruHey. Understand, sir, I was not asking you to endorse the 
specific language that I read. I was asking, however, if that would 
not be in line with your suggestions here before the subcommittee 
this morning. As I ‘understood your testimony—— 

Senator Henprickson. The witness has said it sounds reasonable 
to him, and I guess that is about as far as he could go. 

Mr. Ryan. I am sure we would be happy to take it under advise- 
ment and give you an answer at some future date. 

Senator Dirksen. Thank you, gentlemen. 

Mr. Riley, is there anyone else that you want noted for the record? 

Mr. Riney. No, Senator. Thank you very much. 

Senator Dirksen. Is Mr. Sims here? Will you come forward, 
please? 


STATEMENT OF CECIL SIMS, ATTORNEY AT LAW, NASHVILLE, 
TENNESSEE 


Senator Dirksen. Let me ask you first to identify yourself for the 
record, and then let me ask you how much time you are likely to 
take. I see that there is appended to your statement a summary of 
points in opposition to S. 3423 and H. R. 9076 and H. R. 9475, all 
companion bills. Do you think we could conclude this in 15 minutes? 
I do not want to hurry you. 

Mr. Sms. Mr. Chairman, I certainly appreciate the necessity of 
being brief. For the record, my name is Cecil Sims. I am a prac 
ticing lawyer. 

Senator Dirxsen. Will you proceed. Senator Hendrickson will 
take over for a moment. 

Senator Henprickson (presiding). All right, Mr. Sims. 

Mr. Sims. I am a lawyer practicing in Nashville, Tenn. As Sena- 
tor Kefauver said, [ am a farmer. That is almost synonymous with 
practicing law in Tennessee, being a lawyer and a farmer. 

I am somewhat embarrassed by the fact that I have been intro- 
duced by Senator Kefauver as an expert. I have had a lot of experi- 
ence in the particular field that I am going to talk about, but I am 
quite sure that there are a great many more better qualified experts 
in the matter of foreign relations and, indeed, in the matter of the 
Trading With the Enemy Act, than I am, although I have had some 
experience. I shall pose as an expert only to the extent that I ac- 
curately state the facts upon which I rely and the principles which I 
endorse. 

I am opposed to the passage of the bill, but I came here primarily 
to bring to the attention of the committee 

Senator Henprickson. You say “the bill.””, Which bill, Mr. Sims? 

Mr. Sims. I am opposed to 8S. 342: 
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I came here primarily, Mr. Chairman, to bring to the attention of 
the committee a special situation which exists in connection with the 
Spur Distributing Co. What I shall say is in an effort to be helpful 
to the committee rather than in criticism of the committee, because 
it is a special and a most unfortunate situation which would result in 
that particular company if S. 3423 should be passed in its present form. 

In an effort to be helpful, I have prepared two special amendments 
which, in my opinion, would cure the defect which I expect to call to 
the attention of the committee. 

The Spur Distributing Co., gentlemen, is a corporation which is 
engaged in the operation of the typical retail filling station selling 
gasoline and petroleum products. It was organized and founded in 
1928 by Mr. Mason Hougbland, who built the first filling station in 
Nashville, Tenn. 

Since 1928, it has grown to be an important company in the in- 
dustry, and it now operates in excess of 300 stations in about 21 
different States. 

In 1942, 73,000 shares of the stock of the Spur Distributing Co. 
were vested as enemy-owned, and at the time it was seized it stood in 
the record name of a Swiss corporation, Ubersee Finanz Korporation. 
{ am sure counsel will recall the Ubersee case, which has been to the 
Supreme Court of the United States twice, each time being decided in 
favor of the Government. 

Mr. Mason Houghland became the first president and has continu- 
ously been and is now the president of this corporation. It has been 
built up through his industry. It is his life’s work, and it is his skill 
and well-known integrity that makes this company an important 
company in American industry. 

The company has no producing properties. It depends absolutely 
upon Mr. Houghland’s skill and ability to purchase on the open 
market. It is dependent for its management, and dependent for the 
material that it sells, upon the continuation of Mr. Houghland in that 
capac ity. 

In the early 1930’s when the Ubersee purchased the 70,000 shares 
of stock that have been seized, Mr. Houghland was in control of the 
corporation, and while the 73,000 shares was the majority of the stock, 
Mr. Houghland owned stock warrants which he had the right to exer- 
cise in the future, and which would have immediately restore him as 
the m: yority holder of the corporation. 

The Ubersee Corp. has been determined by our Supreme Court to be 
merely a cloak for the purpose of concealing the actual ownership by 
the Von Opel family, the motor works family, the elder Wilhelm Von 
Opel being closely allied with Adolf Hitler and being a well-known 
German figure. 

The son, Fritz Von Opel, is technically a citizen of Liechtenstein, 
having paid $10,000 for his citizenship just prior to the beginning of 
the war. 

The Von Opels, after acquiring this stock, induced Mr. Houghland 
to surrender his warrants, which would have given him the right to 
take over the majority control at any time, by entering into a manage- 
ment contract for a period of years under which he was paid a salary 
and participated in a percentage of the profits. At the same time, the 
Swiss corporation gave Mr. Houghland an option to purchase the 
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73,000 shares if it was ever transferred or about to be transferred into 
any other ownership. 

With that, Mr. Houghland was perfectly safe. 

Naturally, he built up friendly relationships with the Germans, 
because he was operating a company in which they had a substantial 
interest. I am appearing here as a stockholder in that company. 
The stock was vested in 1942. I had no connection with the company 
at that time, but the Government designated Mr. Paul Davis, a 
prominent banker, as a director to sit and represent the Federal 
Government in the operation of that company 

I am attorney for Mr. Davis’ bank, and Mr. Davis suggested that 
I become a director and an attorney for the company in order that 
he might have my counsel and advice as the actual representative of 
the Government, and I have served in that capacity. I purchased 
my stock later, feeling that it was finally an American company and 
that we would be permitted to retain the services of Mr. Houghland 
in its management. 

The Custodian advertised the sale of this stock, and we had filed 
our option with the Custodian, and it had been carefully examined 
and was recognized and agreed as a valid option. When the Custo- 
dian prepared to sell the property, it was announced that Mr. Hough- 
land would be given an opportunity to exercise his option and take 
the stock at the highest bid. 

The day before the sale, the Ubersee Finanz Korporation, acting 
under section 9 (a), stopped the sale. That is the case that went to 
the Supreme Court. 

When that case came on for trial—and this is the hardship situe tion, 
Senator Dirksen, that I would like to call to your attention, because 
I have long been an admirer of the service you render. I know about 
your splended record as a soldier in the First World War, and I have 
a special feeling for you because of your Tennessee connection. | 
have regarded you, although I am a Democrat and you are a Republi- 
can, as having made a real contribution to our American Government 
I know that you will not permit this hardship to occur if there is any 
reasonable way out of it by amending this bill. 

Senator Dirksen. I have a vested interest in Tennessee in the 
form of a grandson. 

Mr. Sts. A delightful interest. 

Here is what happened, Senator. The Government was faced 
with a trial under 9 (a). The stock was owned by a Swiss corpora- 
tion, not German. I came here to Washington with Mr. Houghland, 
and they said, “We can’t win this case without Mr. Houghland’s 
help. Do you have conGdential information which we can convert 
into testimony? You have been associated with these German 
owners. Can you dig up the evidence? 

Mr. Houghland was in a dilemma. Here he was being asked to 
give evidence to take property away from the majority stockholders 
with whom he had an employment contract. If he did it and the 
Government didn’t succeed and it went back to the Germans, his 
life savings and my particular investment in this corporation were 
gone, because if it goes back, of course, under those circumstances, 
the first act that they will do will be to let Mr. Houghland go, and 
that will ruin this particular corporation. 
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I deemed it my duty to advise Mr. Houghland, as I did, that as 
an American citizen he should testify against the Germans, even if 
it cost him his fortune; and he did so. The Department of Justice 
told me that they couldn’t win the lawsuit, that they had no evi- 
dence. We went to New York and we dug up the secret documents 
covering the “usufruct’”” agreement that you know about, Mr. 
Smithey, and we wrote the brief which showed that under the Ger- 
man agreement, the beneficial ‘“usufruct’’ interest was actually owned 
by Wilhelm Von Opel, a close associate of Adolf Hitler. 

In order to do that we had to appear in open court, in open antago- 
nism of Fritz Von Opel, who testified, and whom we contradicted 
In doing so, we incurred the undying animosity and ill-will of the. 
Germans. 

My objection to the bill, Senator, is that after we have been asked 
to help the Government, after we have prejudiced our position so we 
are no longer acceptable to the German stockholders, we find a bill 
that is to return that stock by action of the same Government that 
asked us to help them, and it is called a matter of grace. 

I know if I would call that forcibly to the attention of any United 
States Senator, whether he be Republican or Democrat, and suggest 
a reasonable way to correct it, it would be corrected. That is what I 
came here to say. 

[ have prepared an amendment. We hold this option. I am sure 
it is a special situation which doesn’t exist generally throughout the 
seized properties. Under the two amendments which I have— 

Senator Dirksen. First refer, Mr. Sims, to the language in your 
statement on page 6. I wish you would develop that a little. In 
the fourth line, where you start “This protection can be quite easily 
furnished,’ I wish you would amplify that a little. 

Mr. Sims. This protection can be quite easily dealt with by a simple 
amendment, and here is the amendment. Mr. Houghland has a valid 
option to purchase this stock if it is ever transferred. Like most 
options, that [am sure you are familiar with, it referred to a voluntary 
transfer by the German interests. In other words, if the Von Opels 
said, ‘‘Let’s sell this 73,000 shares of stock,’’ then we have a right to 
buy it. 

While I am opposed to your bill as a whole, I know that is a matter 
for the Senate. All that we are asking you to do is to add an amend- 
ment which provides that where there is a company, all of whose 
property and operations are within the United States, and there has 
been stock seized and held by the Government, and there is an 
outstanding valid option in the hands of American citizens to pur- 
chase that stock, that before it is returned the actual seizing of the 
property or, in the alternative, the return of the property, be deemed 
and treated as such a proposed sale of the property as would give 
rise to our right to exercise the option. I am sure that, as lawyers, 
you gentlemen can understand that if the act itself deems and treats 
this, where those peculiar conditions exist, as such a transfer as 
would give rise to our option right, that would not be confiscation, 
because we would be exercising rights which the Germans gave us 
under a contract and in consideration of which we gave up our stock 
warrants which otherwise would have kept us in control of the 
majority of the stock. 

Have I made myself clear? 
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Senator HENDRICKSON. You have indeed, sir. 

Senator Dirksen. Where is the language of your amendment? 

Mr. Sims. [ have them here. 

Senator Dirksen. Is it included in your statement also? 

Mr. Stms. No, sir. 1 have five of each, which I will now hand up. 
They are alternatives. The first one treats the seizing as such & 
transfer as would give rise to our option. The other, in the alternative, 
treats the return as a sale within the meaning of our option. It is 
quite a simple amendment. 

Senator Henprickson. Mr. Sims, while we are talking about 
amendments, have you had occasion to examine the provisions of 
S. 2171? 

Mr. Sims. I have, Senator. 

Senator Henprickson. Would you care to make any observations 
h respect to that proposal? 

Mr. Sims. Yes. I have it in my hand, Senator. It is my under- 
standing that the principal question about that revolves around 
whether or not it is a constitutional enactment. I have read the brief 
which Mr. Lincoln has furnished the committee, and the opinion. 
and I can’t for the life of me, as a country lawyer practicing in Ten- 
nessee, see any constitutional objection to the so-called Smith- 
Hendrickson bill. I have read the Silesian case by the Supreme Court 
of the United States, I have read the Nagano case, and I have read the 
Ubersee case, which is the one that we helped in. Under those cases, 
Senator Dirksen, it was pointed out by Justice Reed, I believe, in 
the Silesian case, that a noncitizen of the United States has no 
constitutional rights and cannot invoke the protection of the Constitu- 
tion of the United States, which is for the citizens of the United States, 
except to the extent of asking compensation. 

Under the Smith-Hendrickson bill they have the choice either of 
taking the proceeds or of seeking compensation if, in their opinion, 
the proceeds do not represent the fair value of the property. 

I would suggest if there is any apprehension about it, that on line 
10 of the bill, as I have it, you limit the Smith-Hendrickson bill to 
claims filed under section 9 (a) by noncitizens of the United States. 

What I am saying, Senator, is that if you will just make a slight 
amendment to the Smith-Hendrickson bill and restrict it to sales 
where petitions have been filed under 9 (a) by noncitizens of the United 
States, you will have a situation where the claimant who might 
otherwise try to invoke the protection of the Constitution by failure 
to follow due process under the 1st amendment or the 14th amendment, 
could not invoke it because they wouldn’t be citizens of the United 
States. 

The Constitution of the United States is not for the protection of 
noncitizens. While they are entitled to compensation, they are not 
entitled to the preperties. 

I would be a little apprehensive about the bill if some American 
citizen filed a claim under 9 (a) and had his property sold, waich 
turned out eventually to be his property. I would be a little appre- 
hensive about whether or not that was due process. But I wouldn’t 
be at all apprehensive about it if it was a noncitizen, because they are 
not entitled to the same consideration from the constitutional stand- 
point. 

I don’t want to belabor that, because you have certainly capable 
lawyers who can develop it further. I have read some cases on that. 
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Mr. Naren. Mr. Sims, that wouldn’t provide the remedy of getting 
the Government out of business. If we had to seek the constitutional 
interpretation, the injunctive powers of the courts would certainly 
be thrown against the sale of these properties pending a determination 
of this question of constitutionality. The question which I under- 
stand to be of paramount importance is to get the Office of Alien 
Property out of business. There would be no solution forthcoming 
under those circumstances 

As you point out, there are American claimants under section 9 (a 
of the act who certainly could not be stripped of their rights under 
this section. 

Mr. Sims. Mr. Nairn, my answer to you would be that litigation 
never gets anybody out of business; but litigation, unfortunately, is 


necessary to determine the constitutionality of any act. For example, 
this act may be subjected to litigation. Frankly, gentlemen, I would 
have more serious doubt about the constitutionality of 5. 3423 than 


I would about the Smith-Hendrickson bill. I have read some cases 
on it. I am quite surprised that somebody hasn’t said—I am not 
here to argue that point—that this act is perhaps unconstitutional 
Look what it does. No matter what your views might be on the 
morals of confiscation, this property is owned by the United States 
just as much as a post office is owned by the United States, just as 
much as this bul ling in which we are sitting is owned by the United 
States. It is past history how it got its title, whether it got it morally 
or not. It is its money, its stock. 

What do you do in this bill, S. 3423? You give it away. Would 
you think that a bill to give Cecil Sims a thousand dollars of the 
Government’s money as a matter of grace would be a constitutional 
bill because it was said it will bring about a good feeling between us 
and Cecil Sims? 

Mr. Nartrn. It would seem to me, Mr. Sims, that that is done every 
day by the Judiciary Committee in the form of private bills. 

Senator Hexprickson. Let’s not talk about those private bills, 
because they are the most irritating thing to me that we do in this 
senate 

Mr. Sts. I have been a little bit afield. 

Senator Henpricxson. They are not only unconstitutional in 
spirit. They discriminate, they are vicious, and there ought to be 
an end to them. 

Mr. Stus. If I ever get hold of one of them, I would say it was un- 
constitutional. Maybe it has been approved by the Supreme Court, 
Mr. Smithey, I don’t know. 

Senator Dirksen. If you will bear with me a minute, I meant to 
ask Mr. Ginsberg, who I see is still here 

Mr. Smus. I have something to comment on some of his testimony. 

Senator Dirksen. I was going to interject one question here as to 
whether or not, in his endeavors, he has run down the implications 
of 9 (a) and has anv comment to make on it. 

Mr. Ginspura. Senator, I have had occasion to look at the Smith- 
Hendrickson bill and to consider its relevance to the Dirksen bill. 

Senator Hendrickson, I was present yesterday when you questioned 
various attorneys regarding your bill, if I may, I will now present to 
you such comments as I may have on it. 
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I believe—I sat through the hearings last summer and examined 
the record again last night—that there is a grave constitutional doubt 
regarding the bill. These are my reasons. 

First, the bill was predicated on the war peers. So far as concerns 
Germany, the Congress has already enacted a statute terminating 
the state of war. I don’t regard this point as one I do regard 
it as important. 

Second, there exists a troublesome problem regarding the eminent 
domain power. The power to take PRemavE for pub lic use, assuming 
the payment of just compensation is clea But in this case, public 
use 1s not proposed; it is proposed aaeed i to take private property 
and require its sale to other private persons. I can conceive in cer- 
tain circumstances that that, too, might be valid. It is conceivable 
that General Aniline & Film Co. and similar companies, if they are 
peculiarly essential and related to the national defense, might be so 
taken and sold. Whether it would take care of Mr. Sims or whether 
it would take care of the hosiery mill problem is quite another matter. 

But as you indicated yesterday, the bill was designed to be appli- 
cable to all kinds of cases and not specifically to the General Aniline 
& Film case. 

It is for those reasons, Senator, that I say there exists—as you 
have yourself said—a grave constitutional doubt about the bill. 

The practical problem which presents itself, then, is that 

Senator Hmnprickxson. I might say, Mr. Ginsburg, that there is 
usually a constitutional question about any bill that is passed by a 
eenere body. 

Mr. Ginspura. I want to indicate, too, my reasons for believing 
that the Dirksen bill avoids those constitutional questions. 

I might say, just as a footnote to my opening remarks, that it is 
not only a fact that there exists a grave constitutional question about 
the Smith-Hendrickson bill, but that it will take a long time to 
resolve that doubt. As a practical matter, it will be 2 to 3 years 
before we can know the answers. If, therefore, we are here concerned 
with a practical effort to find a speedy solution, a practical solution 
to end our difficulties, I must say, sir, that I do not believe your bil’ 
will provide it. 

I believe that the Dirksen bill does avoid the constitutional problems 
raised by the Smith-Hendrickson bill. It does so in two ways: 

First, it avoids problems by carefully preserving the section 9 (a) 
right. There is an express provision in the bill which preserves the 
section 9 (a) right of any person who wishes to exercise it. I regard 
that provision as essential to the Dirksen bill, and critically different 
from the bill which you have introduced. 

Second, the Dirksen bill is predicated on the theory of a return not 
by right but by grace. No one can demand the return of his property 
as of right. He must accept the return subject to such conditions, 
subject to such limitations, as the Government may impose. The 
Government may impose the condition that the property should be 
sold in such a way as to preserve the national interest and only the 
proceeds returned. 

It-is for those reasons that I believe, Senator, the bill that vou have 
introduced raises serious questions and that this bill avoids such 
questions. 

Senator Dirksen. Thank you, si 
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Senator Henprickson. I must say, Mr. Ginsburg, I am grateful 
for these very thoughtful observations. 

Mr. Grxsspure. Thank you, sir 

Senator Dirksen. I did not mean to intrude, and I apologize, Mr. 
Sims, but I thought it might be enlightening right at this point. 

Mr. Sims. That is right, and I would like to make a statement, and 
I would like for Mr. Ginsburg to hear it. 

The thing that I would be apprehensive about in the present bill is: 
What right has the United States to give away the property as a 
matter of grace? I have read the Land Grant cases. We didn’t 
give land away as a matter of grace. We gave it away with a couple 
of conditions with it: that it had to be occupied and developed, and 
So on. 

I ask you, I ask anybody who knows the answer, could the United 
States give away the post offices as a matter of grace? I think not. 

We are not talking about returning property to people who are 
owners or have any claims. If it has been legally vested, it is owned 
by the United States, just like money in the bank. What right has 
the United States to give away Federal property as a matter of grace? 

I couldn’t find any cases, Mr. Smithey, directly in point on it, but 
I did find the Land Grant cases. 

I realize I am taking a little too much time. I would like to state 
eight reasons why, after my investigation, I believe that this legis- 
lation, this particular bill which we are considering, is ill-advised, if 
the committee would like to hear me on those, and I shall certainly 
be considerate on the question of time. I feel a little bit embarrassed 
about trespassing too much. 

In the first place, let’s take this question of confiscation. That is a 
straw man, as we call it in Tennessee. I think you have heard our 
mutual friend, Ray Jenkins, talk about a straw man. In fact, 
Senator, I suspect that you saw more straw men in the last 60 days 
than we have ever had actually in Tennessee in the last 60 years. But 
let’s talk about confiscation. 

What is this bill? Is it a bill to confiscate properties? The prop- 
erties were taken 10 years ago. The Supreme Court has held that 
the taking was valid. We own the properties. What has happened 
about these properties? We sat down at the end of the war and we 
said, in effect, to the German Government, ‘Look, we are entitled 
to reparations.”’ Is there anything wrong with reparations? What 
is the historic policy of the United States on reparations? After 
every war we have insisted on them. 

Senator Dirksen, after your war and my war, the First World War, 
we asked Germany for reparations, and they said, ‘Sure, we will pav 
them over a period of 30 years or 60 years in installments.”’ We said, 
“All right. Here are your seized properties. We will give them 
back to you because you are going to pay us reparatiors.” 

What happened? As soon as or shortly after we gave the seized 
properties back to the Germans, they defaulted on the reparations 
agreement, and we were in the attitude of a country banker who had 
handed back the collateral on a promissory note and then had a 
default in payment of the promissory note. There was nothing we 
could do about it. 

What happened at the end of the Second World War? We said 
to the Germans, ‘Look, do you remember what happened at the end 
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of the First World War? We have a lot of your collateral that we 
seized, your German properties. What about these reparations?” 

The German Government, gentlemen, said, “If you will not insist 
on reparations, we will give you the German properties that you 
seized through your Alien Property Custodian, and you can apply 
those under agreement among the United States and 16 other nations 
in satisfaction of your reparations.” 

We said to the Germans, ‘‘What about these former owners?” The 
Fritz von Opels in my case. 

They said, ““We will assume that obligation, and we will pay just 
compensation to the Germans.”’ 

Now, what has happened? All I have done is state the Bonn Con- 
vention and the Paris Treaty. That is what they did. 

We came home. We said, ‘‘We won’t get any reparations, but we 

. have made a trade by which these former owners will be compensated 
by a War Claims Act which has been passed by the Western Republic 
in Germany.” 

Here we are in the United States Senate talking about sending this 
property back, when we have already made arrangements in Germany 
for them to be paid. So far as I know, they have all been paid. 
Have they? We have an agreement with them that the German 
Government is going to pay them. 

Suppose the German Government carries out its agreement—and 
I assume that it will—and pays in my instance the Von Opels for the 
seizing of the stock in the Spur Distributing Co.—they have obligated 
themselves to do it and I assume they will—and we say, “Here is your 
stock back.’”’ We have lost the reparations. They have been paid 

. twice. 

; When I hear “confiscation” discussed here, it seems to me that 
this is a bill to pay twice the former owners of German property which 
has been seized. 

I won’t belabor that any longer. 

Whether you are for confiscation or not, here we are holding this 
property, by consent, as collateral. Is it confiscation to keep col- 
lateral that was handed to you in payment of a debt? Didn’t they 
owe us reparations? Is it confiscation to keep something that they 
gave us and said, ‘‘We will take care of our own citizens’’? 

It isn’t in Tennessee in the eye of a country lawyer, sir. 

Bear in mind Germany still owes us for the reparations for the First 
World War. When we get hold of a man’s collateral in Tennessee, if 
he has had a past due debt in the past, we pay off the current debt and 
F we hold him for the past due debt at the same time. Is that confisca- 

tion? It isn’t to me. 

I don’t think the American people will regard as confiscation the 
keeping of collateral that was freely given to us by Germany in pay- 
roent of a just debt, anc on their assumption of the obligation which 
we are now trying to pay a second time. 

On the other hand, to give away collateral that has been won by the 
blood of our soldiers, to return collateral that was given to us in pay- 
ment, I don’t think the American people will look on that very favor- 
ably if this bill is presented in that light. 

I am not critical. I am just trying to give you my views. 

What are the reasons? 


4 
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My first reason is that we are about to violate a treaty. I have 
heard lots about the historic position of the United States on matters 
of confiscation. I know lots about the historic position of the United 
States on the sanctity of treaties, too, and I am talking about the 
Bonn Convention and the Treaty of Paris. 

The historic position is that we should not repudiate. These are 
not unilateral treaties, Mr. Smithey. They are not unilateral treaties. 
They are multilateral treaties. We are in a joint venture with all of 
our allies. It isn’t just a question, as somebody said, of giving it back 
as a matter of grace. We have got to make an adjustment with other 
countries based upon the retention of these assets. 

Mr. Smirney. Before you proceed, Mr. Sims, twice you have re- 
ferred to the Paris Treaty. 

Mr. Srus. Yes, sir. 

Mr. Smirney. Are you referring to the Paris reparations agreement? 

Mr. Sims. I am referring to the Paris agreement of 1946. 

Mr. Smirney. Was that not an executive agreement, and not a 
treaty? 

Mr. Sims. You are correct. It is not a treaty. 

Mr. Smiruey. I merely wanted to set the record straight, that is all. 

Mr. Srms. In a matter involving the honor of the United States, I 
make no distinction between the obligation of an executive agreement 
and a treaty approved or ratified by the United States Senate. 

That is my first reason. 

This editorial breast-beating that we have heard by Mr. Ginsburg 
might be all right if we had a question of confiscation, but this is a 
giveaway program of collateral for a debt, and that is not confisca- 
tion to keep your collateral. 

In the next place, the War Claims Act of 1948 created a trust fund. 
[ have the language here before me. The War Claims Act of 1948 
dedicated the proceeds from the vested properties as a trust fund, and 
directed the Treasury Department to mark it as a trust fund to be 
used only for the benefit of soldiers who were prisoners in the World 
War. 

I am against this act for the second reason because it seeks to divert 
trust funds. Maybe it is too strong to say this, but trust funds are 
regarded as somewhat sacred. I know that Congress has the right 
to take trust funds out of a trust which they create. You have the 
legislative right, but I think it is morally wrong, especially when it 
requires those trust funds to be supplemented by taxation of Ameri- 
can taxpayers, which will certainly have to happen, and this bill 
recognizes that. It makes provision for it and calls for a report and 
an investigation on it 

Senator, I would like to call your attention to the fact that you 
have properly included a section here, section 45, as I recall it, that 
calls for a commission to report whether or not we are violating a 
treaty, and what financial adjustment, if any, will be required with 
the Netherlands, for example; with Denmark, for example. 

[ know what is going to happen on that. If we give these properties 
back, we have got to rectify the agreement we made under the Paris 
agreement with our allies by giving them some additional money. 
We have to make an adjustment. It is not just our collateral, if I 
can still stick to that illustration. It is collateral for a general debt 
or Allied reparations. 
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Who is going to pay that? The American taxpayer is going to pay 
it. I don’t think it is right. 

The third reason why I oppose this legislation, Mr. Chairman, is 
that it will not primarily benefit the individual citizens of former 
enemy countries, but it is directly a subsidy or benefit to a giant 
cartel known as I. G. Farben. In this very room, Senator, I heard 
some of the most humiliating testimony I ever heard. When we were 
trying to make synthetic rubber to assist the boys who were fighting 
iug this country, it developed that the I. G. Farben Corp. had traded 
the Standard Oil out of the formula, and that they had developed the 
know-how under that formula and we couldn’t make it. They were 
making it, and it was I. G. Farben that was making it. 

I haven’t forgotten that. Thurman Arnold sat where I am sitting, 
and the officials of Standard Oil sat where you are sitting and admitted 
that they had entered into that cartel. They were indicted for it in 
New Jersey, as I recall, Senator. 

That is enough of that. 

| have put in my memorandum the actual figures which I took 
from the hearings in this case, and from the report of the Alien Prop- 
erty Custodian, to show that if you want the good will of the individual 
citizens of Germany and if you think you have got, as a matter of 
grace, to give away collateral that they have given us for the purpose 
of buying that good will, all right, do what C olonel Townsend said to 
do—limit this to $10,000, and return it, and you would take care of 
92 percent of the claims. Leave it like it is, and you will grant a $90 
million subsidy to I. G. Farben & Co., whose representatives are 
present in this room listening to my testimony. 

That is a country lawyer from Tennessee saying that. We look the 
facts in the face in Tennessee, and that is what this bill will do. 

You didn’t have the good will of I. G. Farben in the other war. 
The Germans are our friends. Senator Dirksen, when you and I 
left the First World War, we never dreamed we would have another 
war with Germany, did we? Yet it was the same Germany and I. G. 
Farben that fought us a second time. 

It is popular to say that our next war will be with Russia, but we 
have never had a war with Russia, and we have had two with Germany, 
and here is a bill to benefit a cartel which is distinctly German. I am 
looking at the long range, gentlemen. 

My next reason—and I will hurry through—is the Latin American 
situation. I hope you will read it—I am not going to elaborate it— 
itison page 16and17. Itisnotmyreasoning. I quote from a former 
official who wrote an article in a law review. I think it is the Duke 
Law Review. It is set out on pages 16 and 17. You will find the 
quotation on page 16. In that he pointed out that in South America, 
where we are desperately in need of developing our proper relations, 
that the companies that were seized are regarded as American com- 
panies down there. They have captured the markets as American 
companies. If we return it to Germany, then our American com- 
panies there will be forced into competition with a German company 
that they thought was American, and which they have been support- 
ing and have built up. 

You catch the point on that, and it is a serious point. 

My next point is that this bill will result in purely a windfall of 
$158 million by the enhanced value of these companies. When you 
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talk about confiscation, you are talking about the value of the prop- 
erties at the time they were seized. That is what the law is. You 
can’t take a man’s property without adequate compensation. That 
means as of the time of taking. 

This enhanced value has been due, of course, to a high level in 
prices, but not entirely. It has been due largely, in these seized 
properties, to American know -how, to American inventions, patents 
that we have developed, which we are now handing back. 

Will you look on page ii. I can give you two examples in the index. 
I have summarized it there. 

Example A is the Schering Corp. That is a pharmaceutical house. 
That had a value at the time it was seized of $1,300,000, and the 
people who are interested in confiscation and actual compensation 
ought to be looking at that figure in the Schering Corp. At the time 
it was sold it had a book value of $12 million. But it was actually 
sold for $29 million, and that is an appreciation of $28 million, roughly. 
That is due to American handling of it over a period of 10 years. 

Now you folks would give that back. I say it is wrong. If you 
are interested in compensating people, you don’t give them the im- 
provements. You catch my point. I will quit on that. 

My next example is the General Aniline & Film Corp. Gentlemen, 
may I call your attention to the fact that this is not a bill that is just 
to be applied or not applied as the General Aniline & Film Corp. 
situation develops. We have a lot of little companies. I am a little 
man, 2 little stockholder. I have put $20,000 in the Spur Co., which 
is a lot of money for a Tennessee lawyer, Senator Henderickson, cer- 
tainly one of my stature, which I am trying to save here by keeping 
that company in American hands. But look at General Aniline. It 
was worth $35 million when it was seized. You learned yesterday 
that we are going to give back $90 million. That is our collateral that 
we are giving back. 

My next point is this. Here is one that I am sure has not been 
properly emphasized in the hearings. It was touched on yesterday 
by Mr. Derby just a little bit. I do hope I make myself clear. If 
you forget everything else I have said, I do hope you will listen to this. 

This bill, if enacted into law, will re store exclusive patented processes 
to German enemies , people who were German enemies, people who 
are potential enemies of this country in the future, and to Swiss 
cloaks, and will prevent the United States from continuing the manu- 
facture of products absolutely essential to the national defense, and 
that includes synthetic blood plasma which we have developed under 
General Aniline, which we would give back to them and exclude our 
own American manufacturers from making it. It includes materials 
for radar. It includes detergents. It includes propellants for guided 
missiles. Most of all, it includes the newly discovered process for 
the decontamination following atomic explosions. 

I am quoting the testimony of Mr. Jack Frye in answer to a ques- 
tion you asked him in the former hearings. I have set that out in 
my memorandum in more detail. 

The last reason that I will advance, and then I will be through, is 
that the bill goes so far as to sct aside valid compromise settlements. 
I am talking about the Halbach situation, which I have gone into 
quite carefully. I listened and I read Mr. Halbach’s testimony in 
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the record. Then, Senator, I looked at the decisions of our courts in 
Halbach v. Markham (106 F. Supp., unanimously affirmed at 207 
F. 2d 503). ‘Then certiorari denied by the Supreme Court of the 
United States. 

I can sympathize with a man who has been forced to make a settle- 
ment under adverse conditions, but I can’t sympathize with Mr. 
Halbach, because I have read the testimony. Mr. Halbach was repre- 
sented by Sullivan & Cromwell, which I consider to be the finest law 
firm in the United States, with one possible exception in Tennessee. 
It was Sullivan & Cromwell that made the settlement. It was Mr. 
Halbach who initiated the settlement. It was made 2 days before 
the case was to come on for trial. The Government didn’t force any 
settlement. 

The question was whether or not Halbach was a cloak, whether there 
was an actual German ownership—he said there wasn’t—or whether 
Dr. St. George, his family doctor, who had some of the stock, was the 
beneficial owner or whether he was holding it under an agreement witb 
Mr. Halbach. 

Here is what three judges of the court of appeals of the United 
States said: 

From the entire record before me I am thoroughly satisfied that no such showing 
has been made which would entitle them to the relief herein sought. 

That was where he was trying to set aside this settlement which this 
act sets aside. 

First and foremost, there has been a complete failure to prove duress. 


I won’t read all of it, but there was when you read that testimony. 
The court said this: : 
Second guessing, subsequent events, hope of further gain, expediency, however 

worded, can never spell out duress. 

I have taken too long, and you have been very kind to me and very 
patient with me. I don’t think we should go behind decisions of our 
courts. I feel that way about segregation, and I am from the South. 
I feel that when a court speaks, in our form of government, Congress 
should not set aside a private arrangement. Of course, it can change 
the matter of public policy. 

I have concluded, Senator, and I want to thank all of you for 
listening to me, and I am going back to Tennessee and to the farm. 

Senator Dirksen. On your last remark, I was thinking about the 
Tidelands oil controversy. 

Mr. Sims, we thank you. 

Any questions? 

Senator Henpricxson. I want to thank you, Mr. Sims. I think 
you have made a great contribution here today. 

Mr. Sims. I hope I have, too. 

Senator Henprickson. I will tell you, too, if I ever want a Ten- 
nessee lawyer, I know where to find one. 

Mr. Sims. We sent one up here. Did you meet Mr. Ray Jenkins? 
He is one of our best and one of the finest gentlemen in Tennessee. 

Senator Dirksen. We thank you very much, Mr. Sims. 

(Mr. Sims’ prepared statement and attached memoranda follow:) 
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STATEMENT OF CerciL Sims, or NASHVILLE, TENN. 


My name is Cecil Sims, and I am appearing as a witness in opposition to S. 
3423 in my capacity as a stockholder in Spur Distributing Co., a majority of 
whose stock was seized and vested by the Alien Property Custodian in 1942. 

Spur Distributing Co. is a corporation which is engaged in the retail sale of 
gasoline and other petroleum products through the typical retail filling station, 
which it operates in a large number of States. It was organized in the 1920’s 
by Mr. Mason Houghland, who became and still remains president of the com- 
pany. Mr. Houghland resides in Nashville, Tenn., and those familiar with the 
operations of the company all realize that the success of the company and its pres- 
ent value are direct results of the efforts, administrative ability, and foresight of 
Mr. Houghland. . 

While the company is engaged in the sale of gasoline and petroleum products, it 
owns no producing properties, but purchases in the open market, and over the 
years friendly trade relationships have grown up between producing companies 
and Mr. Houghland, as a result of which the company is assured of a constant 
supply of products, even though it has no contractual arrangements therefor. 
In other words, the success of the company is almost wholly dependent upon the 
continuation of Mr. Houghland as the administrative head of the company. 

The company has a total of 140,000 shares of stock outstanding. At the time 
of the depression in the 1930’s, Mr. Houghland controlled the majority of the 
common stock through the ownership of outstanding stock warrants, and this 
was the situation when Ubersee Finanz Korporation, owned and controlled by the 
Von Opels of Germany, purchased 73,039 shares of the stock, this being the stock 
which was subsequently vested by the Alien Property Custodian and constituting 
a mathematical majority of the outstanding stock, but not passing control to 
Ubersee, because of the right of Mr. Houghland to exercise his purchase rights 
under the stock warrants which he held and which, if exercised, would restore the 
majority control to Mr. Houghland. 

In order to induce Mr. Houghland not to exercise his stock warrant purchase 
rights, the German interests agreed in writing to continue Mr. Houghland as the 
president of the company under a management contract in which he received a sal- 
ary and a participation in the profits, and, at the same time, gave to Mr. Hough- 
land an option to purchase the Von Opel stock in the event Ubersee ever decided 
to transfer the stock into the hands of other persons or concerns. When this ar- 
rangement was completed, Mr. Houghland permitted the stock warrants to be 
cancelled, and they are no longer outstanding. 

Ubersee is a Swiss corporation acting as a German cloak for the purpose of con- 
cealing the Von Opel ownership of the stock, the elder Wilhelm Von Opel having 
been closely allied with Adolf Hitler. Fritz Von Opel, the son, shortly before 
the outbreak of the German war, purchased citizenship in Liechtenstein, but con- 
tinued to operate the family German properties in Hungary and such pretended 
Liechtenstein citizenship was purely to cloak or conceal his personal alien enemy 
status. 

After the Ubersee stock was seized by the Government in 1942, copies of Mr. 
Houghland’s option to purchase were duly filed with the office of the Alien Prop- 
erty Custodian, and were found to be valid and legal, and when the Alien Property 
Custodian undertook to sell these properties prior to the filing of objection under 
section 9A of the act, the Custodian made it a condition of such sale that Hough- 
land would have the prior right to purchase the vested stock at the highest bid, 
pursuant to the terms of his option agreement. Throughout the entire period 
subsequent to vesting, Mr. Houghland has remained as president of the company 
and its operations have been extremely successful with the aid and cooperation of 
the Alien Property Custodian. 

When Ubersee filed its petition denying the right of seizure upon the allegation 
that Ubersee was a Swiss corporation and therefore had a nonenemy status, the 
Justice Department called upon Mr. Houghland to come to its assistance in order 
to pierce the veil of corporate ownership and establish the ultimate facts of alien 
enemy ownership. At that time, and at present, I was general counsel for the 
company, but was not then a stockholder, having been selected as general counsel 
bv Mr. Paul M. Davis, president of the First American National Bank of Nashvilie, 
who was designated bv the Alien Property Custodian as its representative on the 
board of directors. My firm has long been general counsel for Mr. Davis’ bank, 
and he suggested my election as a director and as general counsel to serve with 
him. This was done in 1944, 2 years after the vesting of the stock. When the 
Von Opels contested the right of the Government to seize this stock, I came to 
Washington with Mr. Houghland and conferred with the Department of Justice. 
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The lawyers in the Department of Justice who had charge of the litigation 
stated that the Government had no evidence available which gave any hope of 
sustaining the seizure, and asked me and Mr. Houghland to work with the Gov- 
ernment in an effort to develop any such available evidence. We called the atten- 
tion of the Department of Justice lawyers to the fact that if Mr. Houghland 
incurred the ill will of the Von Opels by furnishing evidence and testifying as to 
facts which might, or might not, sustain the seizure, Mr. Houghland would incur 
the undying animosity of the Von Opels, so that if the Government failed to sus- 
tain the seizure, the Von Opels would control the corporation through majority 
stock ownership and would, quite naturally, teminate Mr. Houghland’s manage- 
ment contract and replace him and his entire staff with other management per- 
sonnel. The Department of Justice stated that they felt that it was Houghland’s 
obligation to cooperate with the Government, even though, if unsuccessful, he 
ran the risk of losing everything, and I personally advised Mr. Houghland to do so, 

Working with Mr. Houghland, we developed testimony and documentary 
evidence which unbared the paper efforts of the Von Opel family to give the stock 
a nonenemy status through the creation of “usufruct” arrangements under the 
German law between Wilhelm Von Opel, his wife, his daughter and his son, Fritz 
When the Department of Justice continued to insist that they could not win the 
case, I prepared a brief for the Custodian, which pointed out the beneficial owner- 
ships under the German concept of “usufruct’’, and this, together with Mr. Hough- 
land’s diligent finding of witnesses with knowledge of the entire situation, and his 
own testimony, was the ultimate basis upon which the Supreme Court of the 
United States has twice adjudicated the validity of the vesting of the stock by the 
Custodian. At the trial in the district court, Mr. Houghland, his son, Calvin 
Houghland, and other witnesses, appeared and openly contradieted the sworn 
testimony of Fritz Von Opel and his German agents residing in America and, as 
anticipated, incurred the undying ill will and vehement animosity of the Von Opel 
group. They quite correctly attributed their loss of the Ubersee case to the infor- 
mation furnished and testified to by Mr. Houghland. 

After the seizure had been sustained bv the Supreme Court of the United States, 
it Was assumed by all persons interested in the company that the stock would, in 
due course, be offered for sale at publie auction, so that the company, which oper- 
ates only in the United States, would have 100 percent United States ownership. 
It was at that time that I purchased my 650 shares of stock in the company, at a 
cost of approximately $20,000, which is a lot of money to a practicing lawyer. At 
the same time, largely on the splendid reputation and ability of Mr. Houghland, 
other persons, being advised of the legal effect of the decision of the Supreme Court, 
likewise purchased stock in the company, always assuming that the company 
would be American owned and operated under the leadership of Mr. Houghland. 
For example, in 1942, at the time of vesting there were only 20 local stockholders 
in Tennessee and neighboring States, and they owned 29,989 shares of stock, while 
there were 47 stockholders residing elsewhere in the United States, who owned 
36,972 shares. As of March 25, 1954, there were 101 local stockholders who 
owned 64,541 shares, and only 7 other stockholders, owning 2,420 shares, thereby 
demonstrating the local ownership and control of this home-owned corporation, 
except for the stock vested in the Custodian. 

As a stockholder, and as one who advised Mr. Houghland to risk everything 
he had by cooperating with the Federal Government, I am opposed to 8. 3423, 
which seeks “‘as a matter of grace” to donate and return the majority stock to 
the Von Opels, who will, of course, immediately terminate Mr. Houghland’s 
connection with the company as well as all other officers who have cooperated 
with him, with catastrophic results upon the future of the company, looking at the 
situation purely as a financial matter. Aside from this mercenary view, it is a 
sad situation where the Federal Government has induced a man who has built 
up a company to risk his position in order to sustain our own Government's seizure 
of the stock, and, after this has been done and upheld by our Supreme Court, to 
then donate the stock to the German enemics, without protecting Mr. Houghland. 
This protection can be quite easily furnished by a simple amendment to the exist- 
ing bill, providing either that the vesting of the stock in the Alien Property Cus- 
todian, or in the alternative, the return of the stock to German ownership, be 
deemed and treated as a matter of law, as such transfer or sale of the stock as 
would permit Mr. Houghland to exercise his option to purchase the stock at its 
fair value, returning to the Von Opels, if such be deemed the policy of the Govern- 
ment, the proceeds from the sale of the stock, together with such dividends or 
increment as may be provided by law. Suggested amendments are attached here- 
to accomplish this purpose, so that if the bill is enacted into law, the Government 
will have dealt fairly and honestly with Mr. Houghland and will, at the same time, 
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if deemed a matter favorable to international relations, followed the general 
theory of the bill by returning the proceeds to the Von Opels. This will result in 
an American industry operating solely in the United States, wholly owned and 
controlled by stock holders who are citizens of the United States, as distinguished 
from an industry operating exclusively within our boundaries but exclusively con- 
trolled by German interests who reside in Germany. 

Entertaining these feelings, and apprehensive of a disaster which is about to be- 
fall my own situation if the bill passes in its present form, I have made a very care- 
ful investigation of the overall merits of the proposal, and wholly aside from my 
own personal situation and that of Spur Distributing Co., I believe the legislation 
is ill founded and unwise, and I am attaching hereto an additional memorandum, 
with a preceding summary of nine points, in opposition to 8S. 3423, which I desire to 
file with this statement. 


MEMORANDUM IN OPPOSITION TO THE PASSAGE OF CoMPANION BiLus, 8S. 3423 
AND H. R. 9076, H. R. 9475 


I 


The proposed legislation violates and repudiates— 

1. The Potsdam Agreement of August 1, 1945, between the Governments of the 
United States of America, the United Kingdom of Great Britain and Northern 
Treland, and the Union of Soviet Socialist Republics. 

2. The agreement between the United States of America and other governments, 
opened for signature at Paris January 14, 1946, signed for the United States of 
America January 14, 1946, and entered into force January 24, 1946, this being the 
Agreement on Reparations from Germany establishing the Inter-Allied Reparation 
Agency. 

3. The Convention on Relations between the Three Powers and the Federal 
Republic of Germany signed by the United Kingdom, the French Republic, the 
United States, and the Federal Republic of Germany at Bonn on May 26, 1952, 
and related documents including the North Atlantic Treaty, covering security 
guaranties to the members of the European Defense Community by the parties 
to the North Atlantic Treaty, signed at Paris on May 27, 1952. 

Senator Hendrickson, of New Jersey, in his supplemental views to the final re- 
port of the subcommittee, called the attention of the Committee on the Judiciary, 
United States Senate, to this situation, in the following language: 

“The World War II reparation program was designed to avoid the mistakes 
made after the First World War. Reparation in the form of periodic payment 
was imposed on Germany after World War I. Germany was unable to meet the 
burden and eventually defaulted. In the meantime a considerable amount of 
American private capital had been invested in Germany and had contributed indi- 
rectly to those reparation payments Germany was able to make—mainly to coun- 
tries other than the United States. 

“Tt was clear after World War II came to an end that the greatest part of the 
aid which Germany required for survival would have to come from the United 
States. This country, therefore, desired a reparation arrangement which would 
avoid the indirect financing of reparation payments through its postwar aid to 
Germany. This objective was insured by the Paris Reparation Agreement. It 
afforded reparation to the Western Allied Nations out of German assets, including 
German external assets. The agreement, of course, provided for the retention by 
the United States of German assets located here, contrary to the past practice of 
this country. On the other hand, it is recognized that the United States will make 
no future reparations claims against the German people and their economy. The 
policy of retention of vested German property, as reparation, was recognized by 
the Western German Government in the Bonn Convention of May 26, 1952, signed 
by that Government and by the United States, Great Britain, and France. 

* * * * * * * 


“Legislation directing return of vested enemy property would run squarely 
counter to these international commitments. It would cause difficulties in regard 
to the property received by this country from allied governments and would mak 
it impossible for the United States to turn over to these countries assets properly 
allocable to them. The proposed report ignores these complicating factors.’ 

Senator Kefauver, of Tennessee, in his supplemental views to the final report 
of the subcommittee, likewise called attention to the fact that the proposed 
legislation was completely violative of existing treaties with allies, saying: 

“As to the conclusions and recommendations of the report, I believe that the 
subcommittee should give considerable additional study before changing the 
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policy under which the properties were vested. With passage of the War Claims 
Act of 1948, the Congress approved the vesting policy. Since that time many 
international commitments have been made, including the Paris Reparations 
Agreement, the Bonn Convention, the agreement with the Netherlands, Denmark 
and Canada. 


“(I understand this has been treated fully in a letter to you from Senator 
Hendrickson.) 

“Under these international agreements funds have been turned over to the 
United States. What happens to these agreements and these funds if the policy 
is reversed at this time?” 

These treaties, conventions, and international agreements were submitted to 
and approved by the United States Senate pursuant to a message from the 
President of the United States, dated June 2, 1952, in which the President said: 

“Together these documents constitute a great forward stride toward strength- 
ening peace and freedom in the world. They are all concerned directly with 
Europe, but they have worldwide significance. 

“Three main purposes will be accomplished by these documents: 

“First, they will restore the Federal Republic of Germany to a status which 
will enable it to play a full and honorable part in the family of nations. 

‘Second, they will create a common defense organization for six European 
countries, including the Federal Republic of Germany, and associate that common 
defense organization with the North Atlantic Treaty. This will greatly strengthen 
the defense of Europe and the free world against any aggression. 

“Third, they will constitute additional major steps toward unity among the 
countries of Western Europe—which is so important for peace and progress in 
that area. 

“These purposes are all interrelated, and they all serve the common objective 
of the free nations to create conditions of peace, based on freedom and justice, in 
accordance with the principle of the United Nations Charter.” 

Assuming that the Congress has the right by subsequent legislation to repudiate 
substantial and interrelated provisions in these agreements (an extremely doubtful 
assumption, since the War Claims Act of 1948, as amended, set up the proceeds 
from seized properties as a trust fund on the books of the Treasury of the United 
States), such repudiation would of course release the other parties to the treaties, 
conventions, protocols, and agreements from their respective obligations, including 
specifically those involve? in the European Defense Community. 

The Supreme Court of the United States, speaking through Mr. Justice Miller, 
in Cunard Steamship Co. v. Robertson (112 U.S. 565, 28 L. Ed. 798), warned against 
the dangers resulting from such repuciations in the following language: 

“‘A treaty is primarily a compact between independent nations. It depends 
for the enforcement of its provisions on the interest and the honor of the govern- 
ments which are parties to it. If these fail, its infraction becomes the subject of 
international negotiations and reclamations, so far as the injured party chooses to 
seek redress, which may in the end be enforced by actual war.” 

For easy reference, the applicable provisions of the documents above referred to 
are set out, as follows: 

“Bonn CONVENTION 


“ARTICLE I 


“1, The problem of reparations shall be settled by the peace treaty between 
Germany and its former enemies or by earlier agreements concerning this matter. 
The three powers undertake that they will at no time assert any claim for repara- 
tion against the current production of the Federal Republic. 

2. Pending the final settlement envisaged in paragraph 1 of this article, the 
following provisions shall apply: 


* * * * x * * 


“ARTICLE Ill 


“1, The Federal Republic shall in the future raise no objections against the 
measures which have been, or will be, carried out with regard to German external 
assets or other property, seized for the purpose of reparation or restitution, or as 
a result of a state of war, or on the basis of agreements concluded, or to be 
concluded, by the Three Powers with other allied countries, neutral countries, or 
former allies of Germany. 

“2. The Federal Republic shall abide by such provisions regulating German 
external assets in Austria as are set forth in any agreement to which the powers 
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now in occupation of Austria are parties or as may be contained in the future state 
treaty with Austria. 

“3. No claim or action shall be admissible against persons who shall have 
acquired or transferred title to property on the basis of the measures referred to 
in paragraphs 1 and 2 of this article, or against international organizations, 
foreign governments, or persons who have acted upon instructions of such organi- 
zations or governments. 


* * * * * * * 
““ARTICLE V 


“The Federal Republic shall insure that the former owners of property seized 
pursuant to the measures referred to in articles II and III of this chapter shall 
be compensated.”’ 


x * + * ~ ok ao 
“CHAPTER 9—CLaIMs AGAINST FOREIGN NATIONS OR NATIONALS 
“ARTICLE I 


Without prejudice to the terms of a peace settlement with Germany, German 
nationals who are subject to the jurisdiction of the Federal Republic shall not 
assert against countries which have signed or acceded to the United Nations 
declaration of January 1, 1942, or have been at war with Germany, or are specified 
in article V of chapter 5 of the present convention, or against the nationals of such 
countries, claims of any description arising out of actions taken or authorized by 
the governments of these countries between September 1, 1939, and June 5, 1945, 
because of the existence of a state of war in Europe, nor shall such claims be 
asserted in any court of the Federal Republic by any person” (convention on 
relations between the three powers and the Federal Republic of Germany, signed 
at Bonn, on May 26, 1952). 

The Paris agreement above referred to, in its preamble, stated that its pur- 
pose was: 

“* * * to obtain an equitable distribution among themselves of the total assets 
which, in accordance with the provisions of this agreement and the provisions 
agreed upon at Potsdam on August 1, 1945, between the Governments of the 
United States of America, the United Kingdom of Great Britain and Northern 
Ireland, and the Union of Soviet Socialist Republics, are or may be declared to 
be available as reparations from Germany (hereinafter referred to as German 
reparation) in order to establish an Interallied Reparation Agency, and to 
settle an equitable procedure for the restitution of monetary gold * * *,” 

The parties to the agreement divided German reparations into shares on a 
percentage basis, that of the United States being 28 percent, the United King- 
dom 28 percent, France 16 percent of category A. German assets within each 
government jurisdiction were valued according to a formula and charged against 
each nation’s reparation account. The agreement expressly provided as follows: 


“ARTICLE VI 
“GERMAN EXTERNAL ASSETS 


"A. Each signatory government shall, under such procedures as it may choose, 
hold or dispose of German enemy assets within its jurisdiction in manners designed 
to preclude their return to German ownership or control and shall charge against 
its reparation share such assets (net of accrued taxes, liens, expenses of administra- 
tion, other in rem charges against specific items and legitimate contract claims 
against the German former owners of such assets). 

““C. German assets in those countries Which remained neutral in the war against 
Germany shall be removed from German ownership or control and liquidated or 
disposed of in accordance with the authority of France, the United Kingdom, and 
the United States of America, pursuant to arrangements to be negotiated with the 
neutrals by these countries. The net proceeds of liquidation or disposition shall 
be made available to the Interallied Reparation Agency for distribution on 
reparation account.” 

* * * * * * * 


“E. The Germany enemy assets to be charged against reparation shares shall 
include assets which are in reality German enemy assets, despite the fact that the 
nominal owner of such assets is not a German enemy.” 

* * * * * . * 
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“F. The Assembly of the Interallied Reparation Agency shall set up a Commit- 
tee of Experts in matters of enemy property custodianship in order to overcome 
practical difficulties of law and interpretation which may arise. The committee 
should in particular guard against schemes which might result in effecting ficti- 
tious or other transactions designed to favor enemy interests, or to reduce im- 
properly the amount of assets which might be allocated to reparations.” 

In conformity with the foregoing provisions the Congress passed Public Law 
896, know as War Claims Act of 1948, which froze the funds already in hand and 
those to be derived from the sale of German external assets into a trust fund, 
specifically providing that the moneys in such trust fund shall in the future be 
available for expenditure only as provided in the act or as may be provided 
thereafter by Congress. The pertinent provisions of the act are as follows: 

Sec. 39. No property or interest therein of Germany, Japan, or any national 
of either such country vested in or transferred to any officer or agency of the 
Government at any time after December 17, 1941, pursuant to the provisions of 
this Act, shall be returned to former owners thereof or to their successors in interest, 
and the United States shall not pay compensation for any such property or interest 
therein. The net proceeds remaining upon the completion of administration, 
liquidation, and disposition pursuant to the provisions of this Act of any such 
property or interest therein shall be covered into the Treasury at the earliest 
applicable date. Nothing in this section shall be construed to repeal or otherwise 
affect the operation of the provisions of section 32 of this Act or of the Philippine 
Property Act of 1946. 

* * * * * ok * 

Sec. 13. (a) There is hereby created on the books of the Treasury of the 
United States a trust fund to be known as the War Claims Fund. The War 
Claims Fund shall consist of all sums covered into the Treasury pursuant to the 
provisions of section 39 of the Trading With the Enemy Act of October 6, 1917, 
as amended. The moneys in such fund shall be available for expenditure only 
as provided in this Act or as may be provided hereafter by the Congress.” 

Thus, it appears: 

(1) At the conelusion of World War I, the United States and its Allies, in ac- 
cordance with international custom and law, demanded war reparations from 
Germany, which were agreed to in the treaty and, acting upon the assumption 
that such war reparations would be paid in accordance with the schedule agreed 
upon, the Congress returned German external properties which had been seized 
in the United States, or the proceeds, to the former German owners. When 
Germany defaulted in reparations in June 1934, Congress stopped further returns 
under the Harrison resolution (Public Resolution 53). 

(2) American interests built up private businesses in Germany upon the same 
assumptions, contributing by taxation to the funds dedicated to the payment of 
reparations. After making a few early payments in accordance with the treaty 
commitments Germany defaulted and made no further payments, and these 
payments are still in default. No effort was made by the United States to recap- 
ture the returned vested enemy properties, notwithstanding the fact that such 
properties or proceeds would not have been returned except upon reliance upon 
German reparations payments pursuant to the treaty agreement. 

(3) In an effort to avoid the same mistake, upon the conclusion of World War 
II, the United States and its allies, by solemn treaties and international agree- 
ments, agreed to be the Republic of Western Germany, freed Germany from any 
claims of reparations upon its agreement that seized external properties would 
be retained by the United States and its allies and Germany would compensate 
the former owners, these consisting of German citizens or fraudulent Swiss 
corporations actually owned by Germans but masquerading under cloaks. 

(4) In these agreements the United States agreed to credit the proceeds derived 
from the sale of seized assets against its agreed percentage of reparations claims, 
accounting to its allies for any excess, and receiving its proportionate part of 
German assets located in neutral countries. 

(5) Congress thereupon froze these seized properties, and proceeds derived 
thereform, into a trust fund, primarily for the benefit of returning prisoners of 
war, and certain religious organizations, but also including claims with respect to 
personal injuries and property claims as approved by the War Claims Commission‘ 
this trust fund to be disbursed presently and in the future to these designated 
beneficiaries as provided by congressional action, past, present, and future. 

(6) The purpose and necessary resuit of the pending legislation is to dissipate 
these dedicated, vested trust funds by unilateral action, in complete repudiation 
and violation of the agreements between the United States and its allies, by 
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donating such properties and funds “‘as a matter of grace’’ to the former owners, 
who have already been reimbursed once in full under these agreements by the 
Republic of Western Germany, or adequate provision made for such purpose, 
thereby enabling such former enemy owners to be compensated twice as the 
expense of designated American beneficiaries of the trust fund, present and future, 
without requiring Germany to pay war reparations, and notwithstanding the fact 
that Germany is still in default upon its solemn obligation for such reparations 
for World War I. 
Il 


The subcommittee which recommended the legislation acted upon the theory 
that international good will would be created for the United States by returning 
the properties or proceeds to ‘individual citizens of these countries.” Senator 
Dirksen, chairman of the subcommittee in question, said: 

“It is inconceivable that the United States’ foreign policy can be so inconsistent 
as to be in the position of advancing billions of dollars to Germany and Japan 
and on the other hand continue to administer 450 million in assets confiscated 
from individual citizens of these countries on a theory of reprarations or deterrent 
to future war’’ (committee report, foreword, p. X). 

Under the heading “conclusions and recommendations” of the report (p. 68), 
the committee said: 

“Appropriation by Congress of three billion for the economic rehabilitation of 
Germany looking to the creation of a bulwark of democracy against communistic 
aggression in the West and the expenditures of like sums for like purposes in Japan 
is completely inconsistent with the seizure of 500 million representing the private 
property located in the United States of citizens of the countries with whom we 
seek allies. These individuals with economic and family associations in this coun- 
try should be the ones to whom we could look for sympathetic and enthusiastic 
support. Today these individuals are alienated by a short-sighted policy.” 

Assuming that the commendable objectives, thus stated would justify the 
unilateral violation by the United States of international agreements with its 
allies, a simple reference to the annual report of the Office of Alien Property, 
Department of Justice, for the fiscal year ended June 30, 1952, will disclose that 
such objectives could not possibly be accomplished by the proposed legislation 
since approximately 70 percent of all of the properties and funds to be returned 
under the legislation would go to Swiss corporations, masquerading under various 
names such as I. G. Chemie, Interhandel, and other ‘‘cloaks,’’ who are in fact, 
and who have been adjudicated by our courts, to be dummies for the giant I. G. 
Farben Industrie, which denied to the United States the right to manufacture 
synthetic rubber during the war under cartel arrangements with large American 
corporations. As will be shown later, the pending legislation has for its principal 
purpose the reversal of our court decisions so as to enable these unsuccessful giant 
corporations in Switzerland to regain properties which they have lost in court, 
and only a casual look beneath the surface will further disclose that these repre- 
sentatives are now in the United States, and have been for months, and that their 
representatives, agents, and attorneys have actually participated in the furthering 
of this legislation, and indeed have assisted in the drafting of the legislation in 
question. 

The foregoing report of the Alien Property Custodian discloses that World War 
II vestings show that more than 90 percent of the approximately 34,000 former 
owners of vested property had assets worth less than $10,000. In other words, a 
return of a maximum of $10,000 to every former owner would effect a total return 
to more than 90 percent of those whose property was vested. A program of this 
nature would involve the expenditure of approximately $70 million, or only 
15 percent of the total value of all vested property, as compared with the $450 
million involved under the present legislation, more than half of which will have 
to come from taxes levied upon American citizens. 

There are approximately 358 persons and firms whose vested property is worth 
more than $100,000. These persons and firms constitute approximately 1 percent 
of the total of approximately 34,000 former owners of vested property. Full 
return to them, under the pending legislation would require the expenditure of 
approximately $321 million, or approximately 75 percent of the total value of all 
vested property. Of these 358, 46 persons and firms each had property worth 
more than $1 million. Full return to the 46 alone would require the expenditure of 
$239 million, or approximately 50 percent of the total value of all vested property. 
It appears from these figures that a return of up to $10,000 to each owner would 
involve a reasonable expenditure and might achieve the desired result of strength- 
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ening our foreign relations, since it would reach the great mass of the former 
owners of vested property. On the other hand, general return would benefit few 
additional persons and firms and would, as above stated, entail the appropriation 
of very substantial sums of money, for which no provision is made in the pencing 
legislation. 

Verification of the foregoing statistics will be found in the most recent report 
of the Alien Property Custodian (above referred to), beginning at page 39, under 
the heading “Selected Vested Enterprises.” General Aniline & Film Corp., 
with a book value of $90 million, Schering Corp., recently sold for approximately 
$29 million, and American Potash & Chemical, recently sold for approximately 
$15,500,000, the record owners of which were Swiss cloaks masquerading for 
I. G. Farben Industrie, and to whom the properties are required to be returned, 
under the conclusive presumption of ownership expressly stated in the pending 
legislation * * *1! could hardly be classified as coming within the subcommittee 
chairman’s description of “individual citizens of these countries,” or in the 
language of Mrs. St. George in her statement before the House Committee on 
Interstate and Foreign Commerce on June 1, 1954, as “especially women, older 
women, who had married foreigners at a time when they were obliged to give up 
their citizenship.” 

One of the principal purposes of I. G. Farben Industrie in obtaining the return 
of the companies, including the exclusive right to use the patents covering proc- 
esses not used by the companies prior to vesting, and originated and perfected 
under American operation, is to compete with and destroy American industry 
in the South American countries. This was exposed by our Department of State 
in an article by Seymour J. Reubin, who at the time was Assistant Chief, Division 
of Financial and Monetary Affairs, Department of State, published in volume XI, 
No. 1, Law and Contemporary Problems, Winter-Spring, 1945, issued by Duke 
University School of Law, and entitled “Enemy Property,” from which the 
following quotation is taken: 

“Should return of these ‘American’ companies be effected, the United States: 
would return to the former enemy owner vastly increased exporting companies, 
in place of smaller nonexporting companies, the properties would have been 
vastly increased by reason of strenuous American effort—not in line with ordinary 
‘trusteeship’ functions; and the former enemy would find that his grip on the Latin- 
American market had been greatly strengthened for him, by American efforts, and 
largely at the expense of ovher American companies which might have absorbed 
part of the market lost by reason of the enemy blockade. These considerations, to 
say nothing of the effect of such a step on other American Republics, whose poli- 
cies have been formulated on the basis of confidences that these companies were 
American and that the United States intended to carry out its Inter-American 
commitments on elimination of enemy influence, put a return of these particular 
properties beyond the realm of probability, and certainly beyond the sphere of 
desirable United States foreign policy.” 


III 


The proposed legislation is not restricted to a restoration of values of the 
properties as of the time of seizure, but provides for restoration at present values, 
including enhancement as a result of American operation subsequent to seizure. 
The net estimated value of property as of the date of vesting was $390,500,000. 
Since the vested properties were operated upon the theory that they were, and 
would remain, American industries steps were taken to increase and enlarge the 
activities of the corporations (as distinguished from mere custodial trusteeship), 
resulting in dividends, subsequent to vesting, in the amount of $53 million and in 
capital appreciation of $105 million. Thus, instead of proposing full compensa- 
tion at original values as of the time of vesting, the legislation proposes a windfall 
in the form of unjust enrichment, at the expense of the American taxpayers, 
aggregating $158 million. (See heerings before Senate subcommittee, pt. 1, 
February and April 1953, pp. 23, et seq.) 

The proposed legislation automatically sets aside valid compromise settlements 
upon a tender to the United States of the amount received in settlement ‘‘without 
interest,” and directs that not only the original values of the properties, but all 
earnings plus increased values be returned to the record owner as of the date of 
vesting. 





1 ““Indetermining the “‘owner”’ the recording holding or title ownership as the case may be, ofsuch property 
at the time of vesting shall be conclusive and wg transfer, conveyance or payment to such owner, or 
to the nel representative or successor thereof, shall operate to discharge the United States from plural 
liability in respect of the return provided for hereunder; * * *,’’ 
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In the hearings before the Senate subcommittee, Paul V. Myron, Deputy 
Director, Office of Alien Property, called attention to this situation in the following 
language: 

“A separate entry is carried for appreciation—since vesting. This figure 
relates only to business enterprises. It is composed of the difference between 
the book value of the vested interest at the date of vesting and the book value 
of the interest at the subsequent reporting date. Where such an interest is sold, 
the appreciation of the vested interest is the difference between the net value of 
the stock vested, as shown on the corporate books, as of the date of vesting, and 
the actual sales price for the interest of the Office when sold. As an example, 
the stock of Schering Corp. carried a book value at vesting of approximately 
$1 million. The last report before this interest was sold indicated the book value 
to be $12 million. It was sold for $9 million, an appreciation since date of vesting 
of $28 million for this 1 company. The net appreciation since date of vesting 
of these business enterprises is $105 million. 

“The next entry on the balance sheet shows income on vested property actually 
received by the Office from property prior to liquidation. The figure is net of 
the expenses advanced in connection with the actual operation of the vested 
property during the period it was held by the Office; but no deduction is made 
for the administrative and conservatory expenses incurred in relation to the vested 
interest in the property, or for the other deductions which are actually shown 
below. The income entry is composed of actual cash received, and no estimates 
are included init. This amount as of December 31, 1952, is $53 million” (hearings 
of Senate subcommittee, p. 24). 

Thus, in the case of Schering Corp. where the value at time of vesting was 
$1,300,000, a sum in excess of $29 million is to be paid to the record owners as 
of the time of vesting. This tremendous increase in values was the result of 
research developed by the United States during and after the war in its operation 
of Schering. 

The net worth of the vested stock of General Aniline & Film Corp., as of the 

date of vesting, was approximately $35 million. Its present net worth is $90 
million. Neither the former enemy owners of the corporation, nor the ‘‘cloaks”’ 
from whom they were seized, had anything to do with the phenomenal increase 
in value, yet the legislation proposes to donate these increased values ‘‘as a matter 
of grace” to the leading German chemical cartel I. G. Farben, cloaked by a Swiss 
corporation known as I. G. Chemie (the deficit to be made up by the levy of a tax 
upon American citizens) in order to eliminate ‘‘the inequities, injustices, and in- 
consistency in foreign policy, thereby resulting in good will on the part of the 
individual citizens of Western Germany’’ and—as stated by Congresswoman St. 
George—in order to do justice to several of her constituents: 
“* * * especially women, older women, who had married foreigners at a time 
when they were obliged to give up their citizenship. They had gone abroad and 
in some instances they were married to Germans and Austrians. Their money 
was already in the United States trust notes, and it was administered in this 
country and the income was sent over to them in Europe”’ (statement of Congress- 
woman St. George, June 1, 1954, before House Committee on Interstate and For- 
eign Commerce in behalf of H. R. 9076). 

The proposed legislation would automatically return to record foreign owners, 
mainly I. G. Farben, all patented processes, including not only those owned by 
I. G. Farben at the time of vesting, but those issued subsequent to vesting based 
on research conducted under American operation, now available to and being 
used by American industry, thereby terminating any further exploitation by 
American industry and providing exclusive use of such patented processes by 
I. G. Farben, and other German “cloaks.’”’ The following is a quotation from 
the sworn testimony of Jack Frye, president of General Aniline & Film Corp., 
in the Senate subcommittee hearings: 

“At the time of seizure GAF’s portfolio of patents, practically all of which 
were derived from Farben, consisted of about 4,200 United States patents and 
applications. These represented, among other things, a suggestive technical 
backlog from which GAF’s research and development department could draw as 
it came into being and grew. All of the patents in this category have been 
made available for licensing on reasonable terms subject to negotiation. 

“Tn addition to servicing these patents, our patent department has since filed 
a total of 4,300 United States and foreign patent applications and some 1,300 
trade-mark applications. Along with its substantial domestic activity in nego- 
tiation of licenses, rendering opinions on infringements, patentability, and vari- 
ous other problems, it was also confronted with a unique foreign problem. Under 
German control the foreign market and the foreign counterparts of GAF’s 





| 



































































RETURN OF CONFISCATED PROPERTY 135 


patents and trade-marks were retained by I. G. Farben. This necessitated 
exploring the barriers and opening the export channels to GAF products as well 
as the creation of an entirely new foreign trade-mark and patent position as 
quickly as possible. This, too, has been substantially accomplished and GAF 
is now exporting freely to world markets’ (Senate subcommittee hearings, pp. 
517-518). 
Included in these patented processes developed entirely through research under 
American operations, and destined under the pending legislation to become the 
exclusive property of I. G. Farben are products absolutely essential to the national 
defense, including synthetic blook plasma, materials that go into radar, instru- 
ments, detergents, rocket propellents, and many other things. For example, 
Mr. Jack Frye, in the Senate subcommittee hearings, responding to a question of 
Senator Dirksen, said: 
‘Last, in connection with atomic defenses, we make materials for decontamina- 
tion following atomic explosions. 
‘“At this point the blood plasma substitute would be of the greatest importance 
if we were to have an atomic attack, the saving of the lives of tens of thousands 
of people. Along this line, General Aniline is the only company in this country 
prepared to manufacture that material’ (Senate subcommittee hearings, p. 514). 
The passing of the pending legislation would automatically exclude American 
industry from manufacturing these essential war materials, and would at the 
same time vest exclusive ownership in I. G. Farben, notwithstanding the fact 
that they were not embraced within patents owned at the time of vesting, and 
irrespective of the origination of these processes through American research during 
the war. Manifestly, this situation must have escaped the observation of the 
members of the Senate subcommittee, though no one would be so naive as to 
believe that it was not well understood by Ray L. Jenkins, the Washington 
lawver who is a registered lobbyist for Interhandel and who shares office arrange- 
ments with the subcommittee’s counsel. The plasma extender in question is 
now being stockpiled by the United States Government, pursuant to the approval 
of the National Research Council (Senate subcommittee hearings, 508, 517). 
This stockpiiing will, of course, terminate in the event the pending legislation 
passes, and I. G. Farben through its Swiss subsidiary Interhandel will be free to 
negotiate the exclusive manufacture to any other nation, such as, for example, 
Russia. Red China. or some hostile South American country. 
Furthermore, I. G. Farben, through Interhandel, as the direct beneficiary of 
the pending legislation, will take over the position of the United States through 
the operations which General Aniline & Film has entered into for foreign manu- 
facturing operations in Italy and Canada in conjunction with local interests in 
those countries. (See Senate subcommittee hearings, pp. 573-575). 
V 
The proposed legislation will cost the United States taxpayers a minimum of 
$210 million. 
A total of $210 million has already been transferred by the Office of Alien 
Property to the War Claims Commission, and has been disbursed to the benefi- 
ciaries of the War Claims Act of 1948, and there is a statutory obligation to 
transfer an additional $15 million to this trust fund. Some $40 million has been 
spent for administrative expenses by the Office of Alien Property since 1941, 
which may or may not be recovered under the pending legislation. These funds 
can only be replaced by the United States taxpayer through appropriation under 
the provisions of the pending bills. 
Section 47 (a) of S. 3423 provides: 
“The Commission shall determine by estimate within thirty days after a 
majority of its members shall have been appointed and qualified, the sum which 
will be necessary to carry out the purposes of return as set forth in section 40 
hereof, and shall report the same to the Congress.” 
This, of course, means that Congress will have to provide appropriations to 
take care of the deficit arising out of the previous disbursement of funds by the 
Office of Alien Property under previous congressional authorization. 
It is assumed that the record owners of the seized German assets have already 
taken property steps to avail themselves of indemnity in full from the Republic 
of Western Germany, and no doubt many of such owners have already been fully 
compensated for the full value of the seized property. 
The full impact of the phrase “as a matter of grace’”’ contained in the pending 
legislation will be appreciated when it is realized that the pending legislation has 
for its sole purpose full compensation to those who have already been compensated, 
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or for whom other compensation has been provided by the Republic of Western 
Germany, plus the return of dividends earned, and enhanced values resulting 
from the genius of American operation, amounting in some instances to sums 
exceeding 19 times the original value as of the date of vesting. 


VI 


The provisions of the pending legislation relating to the return of vested prop- 
erties where compromises have been effected with the previous record owners 
constitutes special legislation for the purpose of reversing the decision of the 
United States District Court for the District of New Jersey, rendered July 21, 
1952, in the case of Halbach, et al v. Markham, affirmed on November 2, 1953, 
by the unanimous opinion of three judges of the United States Court of Appeals 
for the Third Circuit (the district court opinion being reported in 106 Fed. Supp. 
at p. 475, and the opinion of the United States Court of Appeals being reported 
in 207 F. 2d at page 503). 

This language of the proposed legislation is as follows: ‘Provided further, That 
if, after any such property was so vested the claim of an owner with respect to 
such property was assigned or released to or compromised with the United States 
or the Alien Property Custodian, no such property or the liquidated proceeds 
thereof shall be returned pursuant to this section unless such owner shall tender 
to the United States, without interest, the amount received upon such assignment, 
compromise, or relief: * * * 

The foregoing provision is generally referred to as the Halbach section of the 
legislation. Shortly before the beginning of the Second World War, 4,725 shares 
of General Dyestuff Corp. (a sales subsidiary of General Aniline & Film Corp.) 
were transferred to Halbach, from unquestioned German ownership. These 
shares, and other shares, were vested in the Alien Property Custodian in June 
1942 as the property of I. G. Farben Industrie, a Germany enemy corporation. 
In March 1944 Halbach filed a claim and instituted suit under section 9 (a) 
of the Trading With the Enemy Act seeking to recover the stock, and other stoek- 
holders likewise instituted similar suits. Trial of the Halbach cause was scheduled 
to commence January 29, 1945. The factual issue wes whether or not Halbach 
was merely a dummy or cloak for the German enemy corporation. Halbach 
was represented by Sullivan & Cromwell, perhaps the leading firm of attorneys 
in New York City. On January 27, 1945 (2 days before the trial was to start), the 
matter was settled by the Custodian paying Halbach $557,500 ($118 per share), 
in consideration of which Halbach surrendered all further claim to the stock. 
Almost 6 years later, on January 23, 1951, Halbach applied to the district court 
to reopen the case upon the theory that the settlement had been made under 
coercion. His right to set aside the settlement was denied by the Custodian, 
whereupon proof was taken and submitted to Circuit Judge McLaughlin, who was 
specially designated to hear the case, and upon a consideration cf all of the proof 
Judge McLaughlin found: 

“Plaintiff’s contentions respecting duress are ably marshaled and presented by 
counsel but even so, the showing made utterly fails to support that allegation.” 

The court specifically found from the proof that negotiations for the settlement 
of the case were conducted at arm’s length and were in fact initiated by Halbach 
through his attorney, Stoddard M. Stevens, Jr., a member of the law firm of 
Sullivan & Cromwell, of New York City. Halbach personally attended each of 
the conferences in which his attorney proposed the settlement and agreed to the 
settlement as finally concluded. The court’s specific finding was in the following 
language: 

‘‘From the entire record before me I am thoroughly satisfied that no such show- 
ing has been made which would entitled them to the relief herein sought. First 
and foremost, there has been a complete failure to prove duress. In addition 
at every stage of the proceeding, including the protracted settlement negotiations, 
Halbach was represented by outstanding independent counsel. And this Federal 
court was open to him for a consideration on the merits of his family’s rights in 
the stock. Nor has there been offered any satisfactory explanation for an un- 
warrantably long delay in questioning the validity of the settlement, the release 
and the stipulation. All of which, among other things, expressly eliminate any 
thought of deprivation or free agency in Halbach and his family at the time of the 
execution of these instruments. Second guessing, subsequent events, hope of 
further gain, expediency, however worded, can never spell out duress.” 

After the United States court of appeals had unanimously affirmed Judge 
McLaughlin, the language above quoted was written into the pending litigation. 
April 5, 1954, the Supreme Court denied the Halbach appeal for writ of certiorari. 
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General Dyestuff Corp., in the meantime, was consolidated with General Aniline 
& Film Corp., and the shares of stock which were originally vested would now be 
represented by 38,000 shares of stock in General Aniline & Film Corp. 

Halbach apparently paid $210,000 for the acquisition of the original shares 
(hearings of investigating subcommittee, p. 662). For these shares the Custodian 
has paid Halbach $557,500 and, under present values, if the pending legislation 
is passed by the Congress, by returning this $557,500 which Halbach has had and 
used for nearly 10 years, without interest, Halbach is to receive 38,000 shares of 
rer Aniline & Film of the present value of $3,800,000-plus, in the language 
of 8. 3423: 

‘“‘Any dividends, distributions, or other increment paid or allowed thereon 
subsequent to such vesting. * * *” 

Similar settlements will, of course, be made with the other seven stockholders 
who made settlements similar to Halbach’s. Apparently they were ‘“accommoda- 
tion holders”? without direct connections with I, G. Farben—such as the stock- 
holder, St. George, who was Halbach’s personal physician, 

The funds required to finance this windfall reversal of two American Federal 
courts will, of course, be raised by taxation of American citizens, Presumably in 
due course they will find their way into the Treasury of I, G. Farben, 


CONCLUSION 


The general statements and details appearing in the foregoing memorandum 
have all been carefully documented and specific details and information in support 
thereof are available. The carefully concealed purpose of the act, coupled with 
the expressions of objectives generally desirable, has in 1 or 2 instances deceived 
important organizations into expressing approval of the legislation, For example, 
the Senate subcommittee report refers to a 1943 report of the American Bar Asso- 
ciation which approved the legislation (apparently without any investigation), 
under the general statement that “‘confiscation is contrary to the principles of 
law.”’ Subsequently the American Bar Association made an investigation and 
issued a strong report which reached a contrary view. As pointed out by Senator 
Kefauver in his supplemental views to the Senate subcommittee report, on Decem- 
ber 20, 1945, the American Bar Association house of delegates, after further 
investigating its previous position, condemned the pending legislation with the 
following observation: 

“The United Nations are now establishing a method of suppressing aggressor 
nations, by use of sanction and threat of armed force. If the people of a potential 
aggressor nation, who have investments abroad, know that, if defeated, they will 
lose that property, the knowledge will serve as a definite deterrent to aggression, 
On the contrary, if they may plant property abroad on the assurance that if their 
aggression fails, that property, carefully preserved for them, will be returned to 
them by the nations they have attacked, one check on aggressors is lost. Under 
modern conditions international public interest and peace will be served if private 
property of the citizens of any aggressor nation is subject to application to that 
nation’s obligation to pay for the damage it inflicts on the people of the nations 
it assails,’’ 

Senator Dirksen. May I say to all who are here, I think we can 
hear two witnesses before we conclude this morning. 

General Klein is here. General, how long will your statement take? 

Mr. Kuern. 10 or 15 minutes. 

Senator Dirxsren. Is Mr. Brown here, of Schering Corp.? 

Mr. Brown. Yes, sir. — 

Senator Dirksen. Mr. Sims, Mr. Brown, of Schering, is here. You 
may want to remain and hear what Mr. Brown may have to say. 

Mr. Sims. A Tennessee lawyer never leaves until they close the 
courthouse. 

Senator Henprickson. Before we proceed with the next witness, so 
that the record may be clear, | want to make this statement. 

In a colloquy with Mr. Nairn in which we were discussing private 
bills, I referred to them as unconstitutional and discriminatory. I am 
mindful of the fact that the United States Supreme Court has said that 
private bills are constitutional, but I still want the record to show that, 
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as one member of the Judiciary Committee of the United States 
Senate, I abhor the way we put through these private bills. While I 
know that, strictly speaking, they are constitutional, they certainly 
violate the spirit, if not the letter, of the Constitution on many 
occasions. 

Senator Dirksen. General Klein, will you identify yourself for the 
record? Then you may proceed with your statement. 


STATEMENT OF JULIUS KLEIN, CHICAGO, ILL. 


General Kien. Thank you, Mr. Chairman. I am Julius Klein, of 
Chicago. I have been a newspaperman; | have been a motion-pic- 
ture executive; and a soldier, still on the active Army, United States 
list; and, now, I am the head of a national public-relations company. 
I was in Berlin, Germany, in 1918 and 1919 as a very young member 
of the American military mission sent to Germany by General Persh- 
ing, under the command of General Harries, and I saw the first col- 
lapse of the Germany economy and the rise of communism and nazism. 
I was a member of General Douglas MacArthur’s command in 
World War II and after World War II, I was Special Assistant to 
Secretary of War Robert P. Patterson, specializing in German affairs. 
It was also my privilege to be consultant on national defense to the 
Republican members of the Armed Forces Committee of the United 
States Senate. 

I appear here as an individual. I might add that as a Legionnaire 
I am also very proud to be a member of the American Federation of 
Labor, still a dues-paying member. Since my good Legionnaire 
comrade from the American Federation of Labor stated that he was 
a member of the Legion, I am delighted to state that I belong to the 
Film Editors Union of the American Federation of Labor and proudly 
carry my card. 

I concur with the views expressed here by the American Legion, of 
which I have been a member for many years, expressing support of 
the measure presently pending before this committee. The men of 
the American Legion, the largest veterans’ organization in this coun- 
try, should be complimented on their lack of vindictiveness in request- 
ing enactment of this legislation. 

I think it proper to interject here, Mr. Chairman, my endorsement 
of this bill as it applies to Japan. As a member of General Mac- 
Arthur’s command during the war in the Pacific, I had an opportunity 
to observe how Japan, a nation with strong anti-American feeling 
especially after the destruction wrought by the first atomic bombs ever 
used in warfare, through skillful administration and adroit public 
relations was converted to a country anxious to cooperate with the 
conquering power. 

Never before in history have friendly relations been so smoothly 
and so quickly restored between a conquered and a conquering power, 
and this can be attributed to a large degree to the spirit of fair play 
which dominated the postwar occ upation and rebuilding of Japan 
under the leadership of my old battle commander, General MacArthur. 

“United States policy should be directed tow ard the eventual and 
earned equality of Germany,” so stated the report of the Special 
Study Mission to Germany of the House Committee on Foreign 
Affairs, 82d Congress, 2d session, headed by Representative Clement 
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Zablocki (Democrat, Wisconsin) and composed of Representatives 
Carnahan (Democrat, Missouri), Hays (Democrat, Arkansas), Kelly 
(Democrat, New York), Merrow, (Republican, New Hampshire), and 
Javits (Republican-Liberal, New York). The committee found, as a 
result of its November 1951 visit to Europe that— 

the gradual evolution of Germany’s status to that of a fully independent nation, 
has had to be accelerated and to some extent redirected because of the Soviets’ 
direct and indirect aggression on the free peoples, 

And General Eisenhower, in his 1950 address to the Congress, had 
advocated an ‘‘eventual and earned equality” for Germany. General 
Eisenhower, later as President, extended this view when he advocated 
in his March 10, 1954, press conference, the return of enemy assets 
seized during World War II. 

It is also of interest to note the remarks of Prime Minister Churchill 
and President Eisenhower on Germany in their joint statement of 
only five days ago on June 28, 1954: 

We are agreed that the German Federal Republic should take its place as an 
equal partner in the community of western nations, where it can make its proper 
contribution to the defense of the free world. We are determined to achieve 
this goal, convinced that the Bonn and Paris treaties provide the best way. We 
welcome the recent statement by the French Prime Minister that an end must 
be put to the present uncertainties, 

Mr. Chairman, I never dreamed 10 years ago that I would ever 
appear before a Senate committee advocating the return of German 
property or a state of equality for Germany. I was the author of 
the original combat public relations plan against Germany in 1939 
and 1940 for the Chief of Staff of the United States Army; and not 
only as one who knows Germany intimately well but as one whose 
relatives finally wound up in concentration camps and crematoria. 
I too feel that the wounds and scars are still fresh. But I do feel 
that public sentiment has changed, and to me the national interest of 
America is more important than any personal prejudice which I and 
others may stil have. 

I am proud to be a citizen of Illinois and that our distinguished 
Senator has sponsored this bill. Illinois is typical and representative 
of this point of view, Mr. Chairman. We have no General Aniline 
of other confiscated or vested factories in Illinois. We have no per- 
sonal selfish interests in Illinois. It is the heart of America and the 
sentiment of America, I might say with great pride. 

The lessons of the past 30 years have been bitter lessons. As an 
American of Jewish faith, and as an American descended from mem- 
bers of the tide of German immigrants who came to this country after 
the democratic revolution of 1848 in Germany to contribute their 
strength to this country and as one who has had firsthand knowledge 
of the horrors visited by the Nazis on my coreligionists and the peoples 
of our allies, I appreciate full well what devastation was wrought by 
unbridled Hitlerist militarism and terrorism, not only on my core- 
ligionists but Protestants, Catholics, and all free peoples alike. But 
I realize, too, that our national interest demands a unity of the 
family of free nations of which Western Germany is an essential mem- 
ber due to her strategic location and her economic potential in the face 
of totalitarian communism which possesses a determination exceeding 
that of Hitler’s forces and has, unfortunately, a strength far in excess 
of that of the Axis at its zenith. 
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Also, I am cognizant of the moral teachings of my people, a religious 
heritage which we all share, that hate breeds more hate, retribution 
breeds a desire for further retribution and injustice is never a valid 
reason for further injustice. 

After the First World War an embittered France, sore from invasion 
and loss of her sons, consistently refused to deal on fair and equal 
terms with democratic German governments, established by the 
Weimar Republic. The unhappy result of this shortsighted policy 
was that France eventually had to deal with a Nazi Germany on terms 
not her own. Had she and England but encouraged the republican 
regimes of Germany and bolstered and strengthened them, think of the 
vast expenditures of blood and treasure that could have been spared. 

I might add here, Mr. Chairman, I listened to Colonel Townsend 
and the other gentleman who preceded me speaking about past 
reparations of World War I. May I remind the Committee that in 
1931 a great President of the United States, Mr. Herbert Hoover, in 
response to the personal appeal of his Ambassador, Ambassador 
Sackett, granted the famous Hoover moratorium and advocated 
economic help for Germany. If we would have listened to Herbert 
Hoover, then, Hitlerism never would have been the result of this 
unfortunate power policy in Germany and Europe. 

We are today faced with a similar problem. Should we turn our 
backs on the present prodemocratic German Government, should we 
weaken it and cause it to lose the confidence of its supporters, could 
we then risk the responsibility of paving the way for the assumption 
of power of the festering German neo-Nazi movement and with the 
neo-Nazi another German-Russian alliance? 

We have listened today to the fine representatives of the American 
Federation of Labor. I listened with great interest to Mr. Derby. 
Believe me, Mr. Chairman, if national security would be involved in 
this, Julius Klein would not be testifying in favor of this bill. We 
have listened to too much about national security and the cloak 
behind national security in this very Causus Room for the last 2 
months. I think we will help national security and NATO if we do 
accept now Germany as an equal partner as advocated by President 
Eisenhower. 

We are engaged in a battle for men’s minds. Last year, for example, 
$83,417,000 was appropriated for the United States Information 
Agency. Billions more have been spent for economic and technical 
aid. ‘Two years ago I went on a mission for the Republican Members 
of the Senate to Germany and saw the vast money that has been 
spent and is being spent by our Government, wasted money. If 
some of that money could have been used in this direc tion, I think the 
job could be accomplished to really sell Uncle Sam to the world. As 
one who has been active in the field of public relations all my life—and 
I might add in modesty that my experience includes writing the basic 
texts for the Government’s psychological warfare program in W orld 
War II including the combat public relations plan for the Army in 
our fight to defeat Nazi Germany—I believe that the return of this 
vested property, not as a grant or other type of gratuitous handout, 
but as a matter of simple justice, will do more to bind free Germany 
to friendship and cooperation with the United States than any other 
policy of expenditure on propaganda or economic aid which we might 
undertake. 








RETURN OF CONFISCATED PROPERTY 141 


Mr. Chairman, we have listened to what might happen to American 
industry. I have seen American industry open plants in Germany 
and Japan. The Federation of Labor in Germany and the Federation 
of Labor in Japan could raise the same cry as our friends did here. 
We American businessmen would like to be treated as equals i 
Germany, too, and we must, therefore, invite the return of foreign 
capital for investment so that new plants may be built here, so that 
American labor gets more work, and American ingenuity should have 
help without impairing our tariff situation. That is the best way 
out for universal economic recovery. 

As a humanitarian, I have urged passage of this legislation; may I 
also do so now from the point of view of a professional public relations 
consultant for this is the course which my experience and background 
indicates as best suited to the national welfare. 

We ask Western Germany now to stand shoulder to shoulder with 
us against the Communist menace and to contribute her sons and tie 
her economy to this effort; yet, contrary to principles of international 
law, contrary to our own constitutional safeguards for the sanctity 
of private property and contrary to what was believed to be our 
national policy —for example, in 1943 now Secretary of State Dulles 
said that seizure of Ge ‘rman property was “a pre cautionary measure 
for the duration of the war’’—and in contradistinction to our treat- 
ment of Germany’s wartime partner, Italy, whom we are also wooing 
in the fight against the Communist advance, the United States has 
delayed the return of vested German property. 

Some 20 percent of all Americans are of German ethnic origin. 
The ties between the peoples of our two countries are important. It 
might be well to be here reminded of the important part played by 
Americans of Italian origin in writing their relatives during the 
crucial postwar elections in stemming the tide of the Communist gains 
in that country and the important role in the defeat of communism 
in Greece due to the close personal and family ties existing between 
the people of Greece and the people of America, so many of whom have 
come here from that tough little nation. Chancellor Adenauer has 
said, “It was precisely those Germans who used to own property in 
the United States who were always the traditional promoters of 
friendship between the two nations. They should be put in a position 
to resume that role.”’ 

These are the people we are seeking to foster. German citizens 
and German industry should continue to have a vested interest in the 
United States; it is not a mere threat but a reality that the golden 
lure of trade and commerce with the eastern bloc, a trade of which 
the Soviets realize the full value, will fill the vacuum left by capital 
investment and trade in the United States. 

Two years ago, I visited Germany and had occasion to confer at 
length with High Commissioner McCloy. At that time, I also had 
the pleasure of spending considerable time with Chancellor Adenauer 
and learned from him and many of his associates of the economic and 
political problems facing the West German Republic. Later, I was 
host in this country in my city of Chicago to Herr Jakob Altmaier, 
distinguished member of the German Bundstag and a member of its 
foreign relations committee. In his honor, your colleague, Senator 
Hubert Humphrey, sponsored a fine reception in the Senate Building, 
which Senators on both sides of the aisle in Congress attended. Herr 
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Altmaier is an orthodox member of the Jewish faith, a devoted 
German patriot who fled Germany when Hitler rose to power and 
who helped the Allies and General Eisenhower destroy nazism. He 
was, with the late Herr Schumacher, responsible for the German- 
Israeli Restitution Treaty, which was sponsored and advocated by 
Chancellor Adenauer. We discussed the German economic situation 
at great length. 

During these discussions, Herr Altmaier urged me to use all the 
influence at my disposal to bring about a change in the Trading 
With the Enemy Act. This is the reason I am here, Mr. Chairman. 
He pointed out to me and I found myself in complete agreement with 
him, the importance to Germany, to America, and even, I might add, 
to our coreligionists, of the correction of this injustice and the restora- 
tion of German-American relations to that of equal partners in the 
struggle against Communist and Facist totalitarianism rather than a 
relationship between a conqueror and a subject defeated power to 
whom we express trust in words and mistrust in deeds. 

For, it is as was stated by Max Brauer, burgomeister of Hamburg, 
who sacrificed his American citizenship to return to Germany so that 
he could do his share in rebuilding his native land, ‘““The battlefront 
for the rebuilding of democracy in the heart of Europe is Germany.” 

While the millions of innocent people murdered by the Nazis cannot 
be brought back to life, the new democratic Germany is making an 

earnest effort to help those whose livelihood was shattered. Germany 
is today living up to the letter of the German-Israeli Treaty, a treaty, 
I might add, which I supported. 

The Dirksen bill, therefore, remains the only honorable course which 
our country can take. We, as a people and as a Nation, have always 
been noted for fair play and we must remain true to this tradition and 
adhere to the rules of international law and justice. 

The question, Mr. Chairman, is not going to be decided on inter- 
national law. This question is a matter of policy. We know it will 
remain a matter of policy, no matter what lawyers will say for it or 
against it. It is a question of national policy. 

It is for this reason that I recommend with all vigor the early enact- 
ment of these amendments to the Trading With the Enemy Act pro- 
vided by the Dirksen bill. You will thus contribute more to the 
defense of the Western World than a full division in the field. 

1 know what the cost of a division is with new atomic cannon power. 


I presume that information is restricted, but you gentlemen of the: 


Senate know what the cost is to put one single division in the field. 
We are asking Germany to put 12 armored divisions in the field as 
part of NATO. 

As I said before, you will thus contribute more to the defense of the 
Western World than a division in the field in the struggle against the 
advance of communism, a struggle in which Germany is now asked 
to play the role of an equal partner with all ber human and physical 
resources. 

Mr. Chairman, I thank you ever so much for your courtesy. 

Senator Dirksen. General Klein, we thank you. I may add that 
I am quite familiar with the distinguished civic service that you have 
rendered in the State of Illinois over a long period of time, together 
with your very distinguished brother, Dr. Ernest Klein. I am glad 
to see you here this morning. 
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General Kien. Thank you very much. 

Senator Dirksen. Are there any questions? 

Senator Henprickson. I have one question because I want to clear 
the record. 

Early in your remarks, General, you made a statement which dis- 
turbed the junior Senator from New Jersey just a little bit. I may be 
sensitive. You were talking about your pride in the great State of 
Illinois. I, too, am proud “of the great State of Illinois, and your 
distinguished representative here today. But you said, “We have in 
Illinois no General Aniline Co., and we have no selfish purposes.” 
I would not want the record to disclose even the implication that you 
might think the junior Senator from New Jersey had a selfish motive or 
purpose just because General Aniline happens to be in New Jersey. 

General Kier. Senator Hendrickson, who is a very dear friend of 
mine, I surely did not know until this very moment—lI plead ignorance 
—that General Aniline had its plant in New Jersey. I thought it was 
in New York. There was no implication. I thought the plant was in 
New York. 

Senator Henprickson. I can assure you that my only interest in 
this legislation, any of it, is to see that a sound economy is carried on 
not only in my own State but throughout the country because there 
are many of these corporations located in other States. I suspect that 
some of them are located in the great State of Illinois. 

General Kie1n. That is possible, but I don't think so. 

Thank you very much. 

Senator Dirksen. Thank you, General Klein. 

Mr. Brown? Mr. Brown, those were warning bells a moment ago, 
and I am advised that we may have to go over and respond to a 
record vote. Suppose we begin. Will it take very long? 

Mr. Brown. I imagine it will take about 15 minutes, Senator. 

Senator Dirksen. I trust that maybe we can complete your state- 
ment before we recess. Then if we must go to the floor, there will 
be a continuous statement from you in the record. 

Will you therefore identify yourself, please? 


STATEMENT OF FRANCIS C. BROWN, PRESIDENT, SCHERING 
CORP., BLOOMFIELD, N. J. 


Mr. Brown. My name is Francis C. Brown, and I am the presi- 
dent of the Schering Corp., Bloomfield, N 

I believe Schering has been referred to in the testimony here as the 
company which was sold by the Office of Alien Property. It was 
sold to the public in 1952 for approximately $30,800,000, of which 
the Government received twenty-nine-million-some-odd dollars. The 
company at the time it was taken over by the Office of Alien Property 
was worth something less than $1,300,000. In fact, as I willshow 
later in my statement, the Germans have expressed a willingness to 
accept that sum for the company; and I, among other points, wish to 
bring out the windfall aspects of this legislation. 

Senator, I appear in opposition to this measure or any measure 
of like purport. 

Senator Dirksen. Mr. Brown, may I say that your statement in its 
entirety will be placed in the record. May I respectfully suggest, 
therefore, that you just highlight it. 
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Incidentally, the committee is rather familiar with the general pat- 
tern of the Schering matter, because it was a matter that was venti- 
lated, in part at least, in the course of our investigation of the adminis- 
tration of the Trading With the Enemy Act. 

So you will be speaking against that background, and I suggest, 
therefore, that you go on and highlight it. 

Mr. Brown. Senator, because of my deep interest in this company 
and its 15,000 stockholders and 1,200 employees, I trust that the 
reference to ventilation of the subject of Schering Corp. has no 
implications. 

Senator Dirksen. None whatsoever, sir. 

Mr. Brown. We have 15,000 stockholders, and they are scattered 
from coast to coast. We have 1,200 employees. We have a business 
which we believe is a very important part of the national economy. 

Some reference has been made to the question of whether interna- 
tional law requires the return of these properties. It has been said 
that if they are not returned, there will be a violation of the sanctity 
of private property. 

| wish to suggest, Senator, that one of the prime sources of inter- 
national law is treaties and international agreements. I have pointed 
out in my statement that the Treaty of Versailles and the Treaty of 
Berlin, by which we negotiated our treaty of peace with Germany after 
the First World War, both expressly pr ovided that property which was 
in the hands of the allied nations should be retained by them and, as 
has been pointed out, there is a similar provision in the Bonn agree- 
ment which was negotiated in 1952, whereby Germany has waived the 
right to claim the return of these properties, and has expressly and 
solemnly undertaken the responsibility of compensating its own 
nationals. 

In 1945, this Nation met with 17 other nations in Paris to consider 
the whole subject of reparations—Russia, Poland, and the Axis 
nations not being represented. It was then and there established as 
a basic principle, not unilaterally by this country but as a result of 
this conference, that Germany should be stripped of its external 
assets in order to do a number of things. 

One was to furnish a source for compensating our nationals for 
matters which required compensation from the Germans, and not 
from the American public. 

As you know, in the 1948 War Claims Act, there is express provi- 
sion for compensating American soldiers and American civilians who 
were in the hands of the Axis powers and received improper treat- 
ment, who were injured, who received less than standard nourishment. 

This, as I understand it, is one of the main bases for these war claims. 

So I fail to see by what possible concept the American people should 
be called upon to right a wrong in favor of its own people, which 
should be righted by the Axis powers who perpetrated these wrongs. 

If, on the other hand, you take the position with respect to private 
property, notwithstanding these treaty provisions which constitute 
the unanimous opinion of the nations which have participated, that 
this has in effect changed what you may say was the former concept 
of international law, that the German Government has taken over 
the responsibility for paying its own people, why should the American 
taxpayer be saddled with this responsibility, amounting to somewhat 
over $200 million? 
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I am appearing here first as an individual and as a taxpayer, because 
it seems to me that it is appropriate, when we are considering the 
expenditure of these large sums of money, that Congress have an 
expression of how the man in the street feels about these matters 
We have not objected to the use of American money from the Ameri- 
can Treasury to rehabilitate the economy of Germany, and all of 
the periodicals indicate that the economy of Germany is today in 
better shape than any other economy in Europe. 

If further money is needed for this purpose, that is, the purpose 
of rehabilitating the ec onomy of Germany, it is needed in specific 
areas for which specific appropriations for specific needs will be 
required. 

The return of property to individual German claimants, who already 
have the obligation of their own Government to pay them, would 
certainly, it seems to me, not serve the purpose which Congress 
might have in mind in determining that further aid is needed. 

However, in a recent article in Fortune magazine on the German 
economy, it was developed that its manufacturing potential is today 
some 35 to 40 percent better than it was in 1939. The exporters 
such as our company, who run up against the German in the world 
markets, certainly know that the German ec onomy is producing large 
quantities of material which they are selling at prices far below what 
the American producer can afford to sell it at, because the American 
producer has to pay, as was brought out here earlier, labor rates some 
4 or 5 times higher, and is glad to pay them in order to maintain the 
American standard of living. 

The Schering Corp. was sold, as I have said, in 1952 for some $30 
million, of which the Government received $29 million. Its patents 
were taken away from it as the property of its parent company, 
Schering, A. G. Under this bill, as I see it, the patents which were 
taken away from Schering Corp. and whic h, I may say, are an integral 
part of its business, would not come back to Schering Corp., Bloom- 
field, N. J., but would go to Schering, A. G., of Germany. 

In addition, Schering Corp. was directed by the Attorney General 
to sign an agreement obligating itself to license all of its American- 
originated patents—and I stress ‘“American-originated patents,’’ 
because they sprung from the genius of American minds in an American 
factory, and had no relation to any residual ideas or technology which 
the Germans had left. 

If we are going to start to right a lot of wrongs, one of the wrongs 
that should be righted is to relieve Schering Corp. from this iniquitous 
agreement which is currently in litigation with the Government, and 
which has had a very serious effect upon its earnings and upon the 
potential of being able to satisfy the expectations of the stockholders 
who paid this handsome price for this company. 

But there is no provision of this kind in the bill, and I do not propose 
that such a provision be put in here, because I think the legislation 
should be killed in its entirety.’ 

I say that if the legislation should pass, there are serious inequities 
which should be corrected in favor of these stockholders. 

One of the greatest inequities is the fact that when this company 
was sold, the stockholders had the solemn representation of their gov- 
ernment, from whom they were buying this stock, that the proceeds 





146 RETURN OF CONFISCATED PROPERTY 


would be devoted to war claims and would not be returned to their 
parent company with whom they are engaged in world competition. 

What do you suppose would happen if this company in Germany, 
which I am informed is worth approximately some $6 million in the 
German stock market, receives a windfall of $28 million? I can 
assure you of one thing that might happen, because I have been told 
in confidence by a German businessman who was here recently, and 
who had received this information by reason of his connections with 
the managing board of Schering, A.G. Iam informed that one of the 
first things they propose to try to do is surreptitiously buy up 7 
control of their former child in the United States, Schering Corp., 
an attempt to regain their iron grip upon this company, bee ‘RUSE AS we 
are now conducting our business, we do not fit into the cartel pattern. 
We are engaged in trying to carry out, to the best of our ability, the 
prine iples of fair and free competition, for which the United States 
Congress for many vears back has stood. 

Yet this bill would return to I. G. Farben, to Schering, A. G., to all of 
the large companies, without whose active aid and support the Nazi 
war could not have been waged, as every expert who has written upon 
the subject has asserted—would return to them the very lifeblood 
which was produced by our stockholders in order to take this company 
out of Government control and put it into private ownership, with 
which proceeds they would compete with us in the world market, and 
possibly attempt to buy up control of our company surreptitously. 

I say “surreptitiously” because the Attorney General considered 
it vitally important that this company not fall under foreign control, 
and has inserted in its charter an express provision to the effect that 
its stock can onJy be held by American citizens. But there are many 
ways by which this kind of transaction can be accomplished by persons 
who are as skillful as the Germans are in concealing the true ownership. 
This we certainly Jearned in the late war when by their very skillful 
cloaking operations they desguised the ow nership of all of the com- 
panies which were important to them in this country, of which Scher- 
ing was one. 

I say that if justice is considered to lie in the realm of returning the 
property, then justice requires only the return of what the Germans 
were willing to take for their company immediately before the seizure. 

I have here original correspondence between the Swiss cloaks, who 
owned, ostensibly, and represented the actual German owners of this 
company, and a group of employees who in 1941, realizing that the 
company might otherwise be seized by the Government, decided that 
they would make an offer and see if they could buy the company 
first. 

Here is a long cablegram dated September 11, 1941, in which they 
offered $1,200,000 for the business. Apparently that offer was in- 
creased in a subsequent telephone conversation to $1,300,000, because 
I have here this cable dated September 23, received September 24, 
addressed to “Satrap,’’ which is the cable name of Schering Corp., 
Bloomfield, N. J. 

“For Weltzien’’—Weltzien was then the president of the company, 
and, I may add, was the former president of the Schering A. G., the 
parent company, who apparently came to this country in anticipation 
of the outbreak of the war in order to put conditions in such shape 
that they would be able to take over the supply of the South American 
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outlets from this country when the expected economic warfare contro} 
would make it impossible to supply them any more from Germany. 

Hereby accept offer set forth your cable September 11 and modified by tele- 
phone conversation as follows—— 

Senator Henprickson. What year is that, Mr. Brown? 

Mr. Brown. 1941. [Reading:] 

Firstly, purchase price payable $300,000 cash and balance $1 million payable 

in 23 half-yearly installments, viz., 22 installments of $65,000 and last installment 
$41,051.06. First installment due 30th June 1944. Interest at 4% percent on 
$1 million as from January 1, 1941. Secondly, Swiss Bank— 
which was a participant, as I understand it, in some of the financial 
transactions by which this company had fallen ostensibly under 
Swiss ownership— 
Swiss Bank insists upon purchase price being assigned to them in cover their 
advances to our company so that you will have to undertake to pay direct to them. 
Thirdly, Swiss Bank may possibly insist upon being represented on board Bloom- 
field and on board new company by American personality until final payment of 
purchase price. Please cable details your present bank loans for which priority 
will be demanded. 

There is a difference of approximately $28 million between what 
they were willing to take and what this company was sold for, the 
proceeds, what the Government received. 

The German Government used all of these companies, particuarly 
their external divisions, freely in any way that they wanted. 

Viewing the investment as a debt would be thoroughly consistent 
with the treatment which the German Government accorded their 
own companies, because if they said “‘convert a stock investment into 
money and give it to us, and we will give you back the marks,” the 
German companies would have been required to do it, just as the 
English citizens had to turn over their external assets to the English 
treasury in order that England might use them as collateral for ad- 
vances in financing the war. 

Viewing this as a debt, international law and the law of this country 
is clear that the commencement of a war suspends the payment of 
interest where the debt is due from the national of one warring power 
to the national of another warring power. Thus, if $1,300,000 had 
been a debt, $1,300,000, the principal payment, without interest, 
would have been all that would have been required when peace was 
again declared, because suspension was something which lay beyond 
the control of the obligor, and therefore he should not be penalized 
for the running of interest. 

There are numerous legal articles to indicate that the Nazis treated 
these companies as part and parcel of the German Government, that 
they raised foreign exchange for the German Government whenever 
they were directed to do so. Schering Corp., as a matter of fact, 
when it was taken over in 1942, had on its books a very substantial 
debt which had been placed there for the express purpose of raising 
needed dollars for the Nazi Government. It, I may say, was a debt 
which constituted a considerable burden to the company as it was 
being operated at that time, but we worked our way out of it and 
finally got ourselves in a very healthy condition—as the result, I 
repeat, of the contributions which sprung from the minds of American 
genius, American citizens, working in the laboratories of Schering 
Corp. 
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In 1941, Schering Corp. consisted pretty much of a sales agency for 
the Germans with a small factory and a small research laboratory ,the 
principal functions of which were to translate German research into 
factory processes. The company was kept purposely dependent upon 
its parent company. It was not permitted to compete in the world 
market. It was not permitted to go off into fields other than those 
which the Germans directed. It was kept strictly dependent. 

One of the first things that the new management did—it was my 
privilege to participate in this management—was to install adequate 
research laboratories and to make this company independent, to 
instill into its people through the intrusion of new blood the American 
attitude of vigorous competition instead of contentment with the 
somewhat analogous to country club atmosphere which prevailed in 
that company during the period of German ownership. 

I can assure you that we had a great many personnel problems as 
a result of the changed attitude that you expect a day’s work from a 
man instead of just having him come in and take things fairly easy, 
as had been the practice among some of the higher echelon of the 
employees in the company before the Government took it over. 

There is one other thing which I think should be brought to your 
attention. This country, through the State Department, in 1943 and 
1944 was actively engaged throughout South America in stimulating 
the South American governments, and I may say the Central American 
governments as well, to take action against the German properties 
which were there, because these German properties, according to the 
State Department, were being used actively to finance espionage and 
fifth column activities. 

In the drug field, many of the South American companies were 
largely dependent upon European sources, principally German sources, 
and even though these companies had established operating subsid- 
iaries in South America, the South American governments, according 
to the State Department, were most reluctant to take action against 
them because the message had been successfully gotten over that if 
they did, the German managers or the German sympathizers among 
the native employees would walk out on them and leave them holding 
the bag with businesses which could not supply the essential health 
needs of these countries. 

Such a condition arose in Brazil in 1944, and I was requested by the 
State Department to go to Brazil for the purpose of urging the Brazil- 
ian Government, in cooperation with our own Embassy, to take defin- 
itive action against these companies and to sell them out to their own 
nationals. 

I spent over a month in Rio, and I had numerous conferences with 
Ambassador Caffrey, Walter Donnelly, who is the late High Commis- 
sioner in Germany, who was then commercial counselor for the Em- 
bassy, and various members of the Brazilian Government, including 
several cabinet officials, to induce them to take appropriate action. 
I was there as representative of the Schering Corp., a company con- 
trolled by the Government, and my purpose was to tell them several 
things: 

One, that if they needed intermediate or raw materials, we would 
be able to supply them. 

Second, that as they would need new products to keep their line 
up to date, we would make every effort to supply these from the re- 
search laboratories which we were establishing. 
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Third, that if anybody walked out of the place, we would either 
send men down there who knew how to do these things, all the pharma- 
ceutical manufacturing processes or chemical manufacturing proc- 
esses, or they could send men up to Bloomfield, N. J., and we would 
train them. Until these assurances had been given, the Brazilian 
Government—and I understand all the other South American govern- 
ments—would not take definitive action. After these assurances 
were given, they did take definitive action, and they sold the busi- 
nesses out. 

It seems to me that we are somewhat in the position of a rather 
well-fixed member of an organization who sets a precedent. It we set 
the precedent of returning German property to Germany, how will it 
sit with our good neighbors in South America? 

I may say, also, our good friends Great Britain and France and the 
others of the 18 nations that participated in the Paris Reparations 
Conference, will undoubtedly be faced with a request from the Ger- 
mans to take parallel action to that which the United States takes the 
lead in doing. 

Senator Dirksen. In that connection, Mr. Brown, let me ask you 
a policy question. Doubtless when you were in Rio, I suppose you 
had occasion to fly down to Buenos Aires. 

Mr. Brown. Yes, sir. 

Senator Dirksen. When you flew down, you flew over the La Plata 
River and no doubt over the packing plants that are clustered on the 
La Plata River just out from B. A. I suppose you saw them; did you 
not? 

Mr. Brown. I can’t say I did, Senator. 

Senator Dirxsmn. Swift, Armour, Cudahy. They are all there. 

Assuming a conflict in the future in which the Argentine might be 
teamed up with some other country that was our enemy and they 
confiscated all the American companies there, do you regard that as 
sound policy? 

Mr. Brown. I regard the policy of confiscation of enemy property 
in time of war as perfectly sound policy. 

Senator Dirksen. What do we do about the encouragement of 
American investment abroad? 

Mr. Brown. In the first place, Senator, you have provision made 
for the insurance, through the ECA, of foreign investments. However, 
our company has not availed itself of this insurance. We have made 
investments in Brazil, Chile, Canada, South Africa, Cuba, Colombia, 
and we are not concerned about the question of whether these 
properties would be seized. 

Senator DirxsEen. So few companies have availed themselves of the 
insurance principle in the original ECA act, that after a year or two 
they thought perhaps it ought to be deleted. 

As a matter of fact, I was the author of that insurance principle, 
but seemingly it has not worked in practice. 

The fact of the matter is that we followed a concept that has 
always been recognized, of trusteeing property in time of war and then 
returning it. That was the philosophy of the Trading With the 
Enemy Act during World War IL. I think you will agree with that. 

Mr. Brown. Yes, Senator. 

Senator Dirksen. Wé simply took custodianship of the property 
and then returned it. 
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Mr. Brown. But may I suggest that there are two ways of taking 
care of an obligation, if you consider this to be a moral obligation: 

One is for the United States to pay it itself; and the other is for 
the United States to do what it has done, to negotiate an agreement 
with Germany whereby Germany undertakes to pay it. 

We have poured $3 billion into Germany, and we have recently 
effected a debt settlement in which we agreed to take $1,200 million 
in return, or a waiver of some $1,800 million. 

Senator Dirksen. You see, it occurs to me that 1 element got lost 
in the shuffle here in the course of this 2-day discussion. For myself, 
I have been looking down the road a little. I just do not agree with 
the principle and the philosophy that is expressed in the Trading 
With the Enemy Act as it exists on the books today. I just don’t 
agree with it. I think the original principle in the Trading With the 
Enemy Act in World War I was sound. I think the American Bar 
Association found that it was sound. Our State Department found 
that it was sound. 

There was a combination of circumstance which was freely explored 
and commented upon by the subcommittee investigating the whole 
question of administration of alien property in connection with the 
way in which that concept was finally modified, and tied up with a 
number of collateral matters, and some of it is rather fully covered in 
the report which the committee filed. 

We managed to secure many documents from the Treasury Depart- 
ment which threw an amazing light on the conferences which took 
place and how this thing was brought about. Of course I recognize 
that there are two approaches. I fancy in all good faith there are 
those who believe that confiscation in time of war is probably a sound 
contention. For myself, I just disagree with it. 

But looking down the road a little into the future, this is rather a 
febrile world that we live in and no one has any idea what the eventu- 
alities are over the world. But certainly if conflict breaks out in the 
future we will have said to the world by an enactment of the Congress 
when we change the Trading With the Enemy Act, that we propose 
as we have done during World War I, to seize enemy property, to 
vest it, to liquidate it, and to use its proceeds for a statutory purpose. 

If that principle must remain on the books as against the future, I 
do not quarrel with the sincerity of the point of view of those who 
embrace it. I simply say that we ought to look ahead and, being 
probably the greatest investors in all the corners of the earth, self- 
ishly it will be for us to sustain the major loss if that happens. 

Whether or not we can develop a policy device of some kind to en- 
courage American businessmen and corporate entities to venture their 
money abroad will just remain to be seen. 

Yet, at the very heart of our foreign economic policy is the idea of 
reciprocity and of encouraging investments abroad. 

I have been rather anxious about it. I have the idea that the 
President is anxious about it. But we will be confronted with some- 
thing that is on our own books today, by which we say to all countries 
in case some day one of them may become our enemy, ‘‘You seized 
and liquidated and use the proceeds. We will do no more than what 
you did. So we will engage in a seizure course.”’ 

Or do we now, before it is too late, seek to reverse that philosophy 
and say, “‘We go back to that which has always been regarded as a 
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very sound policy of simply taking custody of the property of people 
who may have had nothing to do with the dec ‘laration of the war and 
who become the innocent victims of the war. 

I do not quarrel with your contention for one moment that in many 
cases—and [ think the record will bear it out—there was an economic 
policy by some other countries that was so closely interrelated with 
their foreign policy that firms abroad, and their capacity to secure 
information and to move into foreign markets wes no doubt very 
freely used. I have no doubt about it. But we are looking into the 
future now, and the question is, Do we let it stand as is or do we try to 
repair it if repair is called for? 

I am glad that this afternoon at 2 o’clock the Secretary of State 
will be here, and I hope he will have a goodly number to hear his 
expressions on the matter, because I am deeply interested in what the 
official and public attitude of the State Department is with respect 
to this policy. 

Senator Henpricxson. May I apologize to Mr. Brown for leaving 
at this point. That is a vote call. 

Senator Dirksen. I suppose I must leave, too. 

Mr. Brown, may I say that your statement in full will go into the 
record and I am grateful for your amplification of the matter. I 
think we see your problem. 

May I say to you that it is the disposition of this committee, in 
dealing with a policy matter of this kind, to be sure that the interests 
of our people are safeguarded. We would not knowingly, I am sure 
you will agree, undertake to write into any proposed statute that which 
would so adversely affect the interest of our people where that interest 
was developed in all good faith. 

I would be the last to be a party to a sumptuary and arbitrary 
approach to a thing of that kind. 

Mr. Brown. May I add, Senator, if the Attorney General had 
offered the stock of Schering Corp. to the stockholders under a pros- 
pectus which said that the proceeds will go back to your former 
German parent, I am quite sure that he would have gotten no sub- 
stantial bid for the business. If such had been the fact and this had 
been omitted from the prospectus under which this stock was offered 
to the stockholders, a fraud would have been committed. 

If Congress changes the essential basis upon which this investment 
was made, something pretty close to a fraud will be in process of 
commission even though it is not so recognized and not so intended. 

Senator Dirksen. | think, Mr. Brown, you can find some comfort, 
certainly, in the fact that Congress has looked very carefully upon 
section 9 (a) and its implications when in the law you say that when 
a claim has been filed, the property cannot be disposed of until that 
claim has been disposed of. That has been in the law, you know, 
since the Trading With the Enemy Act was modified, and we have had 
very circumspect consideration ‘of ever y constitutional implic ation 
that is involved and every equitable consideration that is involved. 

Mr. Brown. Do you believe that a claim could be filed, Senator, 
on behalf of the Schering Corp. for the benefit of its stockholders 
because of this important change in an essential fact relating to the 
sale of its stock? 

Senator Dirksen. I did not hear the first part of your question. 
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Mr. Brown. I say would you feel that it would be appropriate for 
this legislation to authorize the filing of a claim on behalf of any 
investor who would find that because of this return there had been a 
basic change in the relationship of his investment? 

Senator Dirksen. I do not know whether I would or not, nor could 
I advise you on it. I could only say that wherever there isan American 
interest and an American claimant, certainly we will have proper 
regard for it. Of that I can assure you. 

Mr. Brown. Senator, I feel that these 15,000 stockholders, who paid 
a very fine price for this business, if any money is to be taken out of the 
Treasury and not dedicated to the purpose for which it is presently 
dedicated, should have the right to file some claim, either for the 


return of their property, their patent property which was taken away . 


from them, and possibly for some adjustment in the value of the 
stock as a consequence of this very important and radical change in 
an essential fact, which bears upon the investment under the cir- 
cumstances at the time they made it. 

In other words, you are changing the basic circumstances under 
which they made the investment. 

I have one other thing which I want to call to your attention if I 
may, Senator. It will take me about a minute. 

1 can understand what the feelings of Mr. Ryan and his associates 
at General Aniline. I wish to call your attention to the fact that if 
that company should be returned to 1. G. Farben, it will be returned 
to a company which actively participated in the Nazi slave labor 
program during the war. I have here a clipping from the New York 
Times dated February 17, from Mannheim, Germany, which reads 
as follows— 

Senator Dirksen. Could you insert it, Mr. Brown? I will be late 
for a rolleall. 

Mr. Brown. I beg your pardon, sir. I did not realize the signifi- 
cance of the bell. 

Senator Dirksen. The roll has been called. I may or may not 
make it but I will try. 

Thank you, sir, and we will reconvene at 2 o’clock. 

(Mr. Brown’s prepared statement, and newspaper clipping identified 
above, are as follows:) 


STaTEMENT OF Francis C. Brown, PresipEentT, ScHERING CorpP., 
BLooMFIELD, N. J. 


I appear in opposition to this measure and any measure of like purport. 

My interest in the proposed legislation is twofold: first as a taxpayer and 
second as the president of Schering Corp., a company taken over by the Alien 
Property Custodian from the Germans in 1942 and subsequently sold to the 
public by the Government. As president of this company, I represent approxi- 
mately 15,000 stockholders scattered from coast to coast, who paid over $30 
million for the business and whose interests would be materially and adversely 
affected if the proposed legislation should be passed. 

After the First World War with Germany, under both the Treaty of Versailles 
and the Treaty of Berlin, the Allied Powers reserved the right to retain and 
liquidate all seized German property. This was made an express condition of the 
joint resolution declaring World War I at an end. The purpose was to furnish 
a source for compensating allied nationals who had suffered losses as a consequence 
of Germany’s acts. Congress created a Mixed Claims Commission to determine 
these claims and authorized a partial return of the seized property to the Germans, 
retaining the remainder as security for Germany’s agreement to pay in full all of 
the established claims of American claimants. In his fourth annual message to 
Congress, President Coolidge summed up the attitude of the American public 
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with respect to the proposal for returning German-seized property as follows. 
Said the President: ‘‘As this property is security for the claims of our citizens 
and our Government, we cannot relinquish it without adequate provision for their 
reimbursement. * * * If our Government releases to foreigners the security 
which it holds for Americans, it must at the same time provide satisfactory safe - 
guards for meeting American claims.” 

The Settlement of War Claims Act of 1928 had authorized payments to be 
made to American claimants with the expectation that funds would be provided 
by Germany to meet these payments. The Debt Funding Agreement between 
the United States and Germany made in 1930 required Germany to make annual 
payments in settlement of the awards made by the Mixed Claims Commission. 
However, Germany defaulted after making only three of the promised payments. 

It is a sad commentary on our generosity in returning seized German property 
after the World War I to note that, among the agreements signed in London on 
February 27, 1953 providing for the settlement of Germany’s external debts, 
is one obligating the Federal Republic of Germany to pay a total of $97,500,000 
over a 26-year period in settlement of awards due American nationals, evidenced 
by defaulted mixed claims bonds, based upon losses arising out of the First World 
War. This settlement is calculated to have a present value of about 60 percent 
of the amount presently payable on these awards. In other words, we gave back 
to the German people the security which was held to insure payment of our own 
American claimants and have left their claims unpaid for a period of over 26 
years, and Americans now must wait another 26 years before getting settlement 
of their claims on a reduced basis. 

Following cessation of hostilities with Germany in 1945, the Allied Nations 
met to consider the subject of German reparations. Represented were the 
United States, Great Britain, France and 15 other nations. The Paris Reparations 
Agreement of 1945 resulted from this meeting. By this agreement, the partici- 
pating nations unanimously agreed to strip Germany of its external assets through- 
out the world. The purpose of this agreement was twofold—first to lessen 
Germany’s future war potential because of the unsatisfactory experiences which 
the world had in dealing with Germany after the First World War, and second, 
and of prime importance, to provide a source for compensating the Allied nationals 
for losses sustained as a result of the acts of Germany and the other Axis Powers 
during the war. It should be noted that Russia did not participate in the Paris 
meeting, but exacted reparations from the current production of Germany in order 
to compensate its nationals for their losses arising out of the German invasion of 
Russia. 

By the War Claims Act of 1948, Congress created the War Claims Commission 
to handle World War II claims. By various acts, Congress has authorized a 
variety of claims in favor of American citizens who suffered loss of liberty or 
property, personal injuries or death as the direct consequence of the war, excluding 
injuries or death sustained by members of the Armed Forces in acutal combat. 
Of prime consideration are claims of our American prisoners of war for mistreat- 
ment while in the hands of the enemy. A full discussion of the basis and extent 
of these claims is found in the Report of the War Claims Commission printed as 
House Document No. 67, 83d Congress. From pages 150-159 of this report, it 
appears that the proceeds which we may expect to derive from the seized property 
after payment of expenses will be only slightly more than the amount of the claims 
payable under the War Claims Act of 1948 and that, if the recommendations of 
the War Claims Commission that certain claims be accorded priority and paid 
in full are adopted, the residue from the liquidation of the seized assets would 
amount to only $19 million concerning which the Commission report states 
(p. 160): “It is apparent that the sum of $19 million is insignificant as comrared 
with the staggering property losses sustained by American citizens during World 
War Il. It also is manifest that if this sum is to be the limit of the amount 
which would be made available for the payment of property claims, it will be 
futile to embark on any program involving their adjudication.” 

Therefore, it is apparent that although this bill speaks in terms of returning 
existing property to former German owners, there is actually no property to be 
returned. Congress has already authorized indemnification claims for American 
losses and the application of the proceeds from the liquidations of this property 
to pay American claimants for losses arising out of the war, due to the acts of 
Germany and the other Axis Powers. Thus, the full burden of paying these 
claims would necessarily fall upon the American taxpayer, unless the claimants 
are to be left uncompensated or are again to be left to the uncertain prospect of 
Germany’s promise to pay these claims through some future debt funding arrange- 
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ment. If the outlook for paying the remaining claims arising out of the First 
World War is so dismal as to require spreading over 26 years from 1953, it is 
evident that the Second World War claimants will have little, if any, prospect 
of ultimately being paid by Germany, unless the proceeds of the liquidation 
of seized alien property are held for this purpose. This is the program which the 
eighteen Allied Nations agreed upon in Paris in 1945 and which Congress accepted 
in passing the War Claims Act of 1948. As an American taxpayer speaking on 
behalf of myself and the co npany which I represent and its approximately 15,000 
stockholders, I respectfully lodge a protest against transferring to American tax- 
payers a burden which, under all the aspects of international law, should be borne 
by Germany, which has twice within a period of 25 years brought the world to the 
brink of disaster as a result of unprovoked attacks upon their neighbors and the 
world. 

From the standpoint of the international equitable principles involved, this 
responsibility should be borne by Germany and should not be unloaded on the 
shoulders of the American taxpayers. If enacted, this bill would cost the American 
taxpayer something over $200 million, possible as much as $300 million. More- 
over, it is important to note that Germany has already solemnly agreed to com- 
pensate its own nationals for any losses which they may sustain as the result of 
the seizure of their property by the Allied Nations. 

In the agreements concluded with the Federal Republic of Germany at Bonn 
on May 26, 1952, considered by Congress in connection with the protocol to the 
North Atlantic Treaty signed at Paris on May 27, 1952, Germany has agreed as 
follows: In chapter 6, article 3, ‘‘The Federal Republic shall in the future raise no 
objections against the measures which have been or will be carried out with respect 
to German external assets or other property, seized for the purpose of reparation 
or restitution or as the result of the state of war, or on the basis of agreements 
concluded or to be concluded by the three Powers ! with other Allied countries, 
neutral countries or former allies of Germany.” 

Article 5 of this chapter provides that ‘‘The Federal Republic shall insure that 
the former owners of property seized pursuant to the measure referred to in 
articles 2 and 3 of this chapter shall be compensated.” 

Article 2 referred to in the last provision confirmed Allied cortrol Council T aw 
No. 5, by which Germany’s external assets throughout the world were vested in 
the Allied Powers. Thus, West Germany, on behalf of its nationals, not only has 
undertaken to waive their claims for return of seized German property, but has 
undertaken to compensate its own nationals. The West German people, having 
been relieved from the obligation of paying reparations to the Western Allied 
powers, have now assumed the obligation of paying their own nationals for the 
property which they have lost through seizure. This seems to release the American 
people from any obligation, legal or moral, to return this property unless it is to be 
returned twice or unless Americans are to shoulder the debts which West German 
citizens have the obligation of paying. 

There are some who feel that to exact reparations of Germany by way of punish- 
ment may be unbecoming of the United States. On this score, it is important to 
note that reparations by way of punishment have not heen exacted by the Western 
Allies from Germany as was done following World War 1, but on the other hand 
have been expressly waived. It is well known that the United States has poured 
into Germany over $3 billion in order to rehabilitate its economy and has allowed 
the West Germany’s current production to be utilized for her people’s benefit. 
It seems to me important that the retention of German assets be differentiated 
from World War I concept of reparation payments as these were partially by 
way of punishment imposed by a victor on the vanquished. In no sense has 
West Germany been asked by the Western Allies to repair the great Camage 
which this country has suffered as the result of being drawn into World War IT. 
The Allied Western Powers have simply asked that the German assets outsice of 
Germany be used to compensate their nationals for limited claims which, accord- 
ing to every principle of equity and good conscience, should be paid hy the 
German people. 

Now I would like to take a few minutes to show how this propose? bill would 
affect Schering Corp., the company which I represent. 

This company was taken over by the Alien Property Custo“ian in 1942. At 
that time, it had a small chemical and pharmaceutical plant, with a sales volume 
of less than $3 million annually. The company was valued by the Germans at 
approximately $1,300,000 at this time. In fact, in the fall of 1941, negotiations 
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were conducted between the old management of Schering Corp. and the Swiss 
bankers who were fronting as the ostensible owners of Schering Corp. for German 
Schering A. G., the real owners, to buy the company on behalf of approximately 
20 of its key employees. On September 11, 1941, a cable was sent to the Swiss 
representatives of German Schering A. G. proposing the purchase of the stock of 
the company for a total price of $1,200,000, payable over a 10-year period. 
Apparently, this offer subsequently was increased in a telephone conversation to 
$1,300,000. On September 24 the Swiss interests authorized the sale of this stock 
for $1,300,000, payable $300,000 in cash, the balance of $1 million to be payable 
in 23 semiannual installments, with interest at 444 percent. I have here photo- 
static copies of the company’s file copy of the outgoing cablegram and of the 
original incoming cablegram confirming this transaction. 

Un’er the law, the transaction could not be concluded without a Treasury 
license. Although the offer had been accepte’, the transaction was not licensed 
by the Treasury. However, the cables clearly show the value then placed upon 
the entire company by its real German owner and its Swiss ostensible owners. 

When the Custodian vested the shares of this company, a wholly American 
management was installed, in which it was my privilege to participate. The 
company thereafter operated under Government control for a period of about 
10 vears, and in March 1952 was sold to American investors for $30,800,000, 
the stock having been distributed to the public by a nationwide underwriting 
syndicate. 

It is common knowledge among our older employees that during the period of 
German management the company had been operated as a sort of easygoing 
business country club, whereas the American management instilled into its busi- 
ness operations a philosophy and impetus of growth and success. In 1942 the 
company had only a small, nominal research staff which engaged primarily in 
translating German research into American production and sales. However, the 
American management established a full-fledged research organization, and during 
the period of Government ownership, a number of important new pharmaceutical 
products sprung from the minds of American genius in its research laboratories. 
This greatly contributed to the company’s growth and value. As a consequence, 
when the company was sold, the Government received many times the value 
placed upon the company by its former German owners. 

It is an established principle of international law that commencement of war 
suspends the payment of interest on obligations due from the national of one of 
the warring powers to a national of the other. Under the Nazi rezime, all German 
external assets were si bject to the manipulation of the Nazi government in order 
to carry out their foreign policies. For example, Schering Corp. was subjected to 
a debt in order to provide the Nazi government with needed foreign exchange 
during the critical period of the war. Thus, for all practical purposes and cer- 
tainly from the standpoint of the German parent company and the Nazi German 
Government, the investment of the German Schering A. G. in Schering Corp. 
shares was as much a debt as an investment. Looking at the German Schering 
A. G. investment as a debt, interest would have been suspended and the Germans 
would, at best, have no claims in excess of $1,300,000, the price which they were 
willing to accept very shortly before the seizure of the property by our Government. 
In fact, some circumstances indicate that the property was worth less at the time 
of seizure than at the time this cabled offer and acceptance were exchanged. To 
the extent that the appreciation in the value of Schering Corp. shares was due to 
the pressure of the war on its operations and the inflationary effects of war on the 
economy, it would seem ironical that the former German owners be not only 
compensated for their losses, but actually rewarded because of the Nazi war. 

At the time Schering Corp. stock was sold, the Government attempted to 
impose as a condition of sale the requirement that its patents be opened to wide- 
spread licensing to any applicant. In addition, certain patents which had origi- 
nated in Germany were directed by the Attorney General to be transferred into 
the pool of German patents held in his Office. In some instances, these latter 
patents still have a substantial period of time to run. They bear an important 
relationship to the operations of Schering Corp. Yet it would appear that under 
this proposed legislation these patents, which cover a vital part of Schering Corp.’s 
business, would be returned not to Schering Corp., but to German Schering & G. 
This would leave the German company in the position of having in the United 
States an intact patent structure, whereas Sehering Corp. is left subject to the 
provision whereby the Government directed the free and general licensing of its 
patents. Surely, these obvious inequities would require careful study and 
correction. 
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If this legislation should pass, Schering A. G., our former parent company, 
will receive a windfall of about $28 million with which to compete with Schering 
Corp. in the world market. When the stock of Schering Corp. was sold by the 
Government, the law clearly provided that the proceeds derived from the liquida- 
tion of Schering Corp.’s stock would be retained for the payment of the various 
types of war claims, and thus would not be returned to its former German parent. 
To make such a vital change in the competitive situation of Schering Corp. as 
would occur if its former German parent and present world competitor should 
receive this windfall is, in effect, to destroy one of the bases upon which our 
stockholders have bought their stock. In other words, our stockholders bought 
their stock on the representation and promise that they would be competing in 
world markets with a German company stripped of its external assets in the 
United States, and if this vital fact is to be reversed, a material change almost 
tantamount to fraud will have been indirectly perpetrated on our stockholders. 

The Attorney General of the United States went so far as to require an amend- 
ment of Schering Corp.’s charter which would preclude the ownership of its stock 
by other than American citizens. The law provided that the proceeds should 
be devoted to the payment of war claims. Had the Attorney General stated 
to the investing public that the proceeds from the sale of Schering Corp.’s stock 
would be returned to its former German parent, as is now proposed, it is my firm 
opinion that the Attorney General wouid have found it difficult to obtain any 
substantial bid for the company’s stock. If this proposal had been pending at 
that time, it would surely have constituted a material fact requiring disclosure 
in the Attorney General’s original offering. The increment in the value of 
Schering Corp.’s shares, amounting to almost $28 million, is therefore due to the 
combined factor of fine contributions on the part of its employees in building a 
good company on the bare foundation of what the former German owners left 
for the Government to seize and on the faith of Schering stockholders in a Govern- 
ment offering of this stock. The increment in Schering Corp.’s value clearly 
belongs either to the American Treasury, earmarked for the payment of war 
claims, or, if it is not to rest there, to Schering Corp., which has the responsibility 
of satisfying the expectations of its stockholders, or to its 15,000 American stock- 
holders whose investment basis would be radically changed by such legislation. 
It is my firm recommendation that under no circumstances should any portion 
of this increment be returned to German owners, who have neigher legal nor 
equitable claim to the proceeds, even if some legislation for the return of seized 
German property should be enacted. 

Although I do not pretend to be an expert on foreign relations, I do have several 
thoughts which I believe to be important and which I will, therefore, mention 
without intending to be presumptuous. 

Unfortunately, much of the business in continental Europe is under cartel con- 
trol. Schering Corp. was forced under the iron controls of the hormone cartel 
during the period of German management, and as a consequence its business 
operations were confined virtually to the United States market. The company 
was kept dependent at all times upon its German parent. Current reviews in 
many business journals indicate that West German cartels are again raising their 
deadly heads. Some articles have questioned whether the great German monop- 
olies have been actually broken up under decartelization procedures, as was the 
objective. So far as I can determine from reading its provisions, if this bill should 
pass no distinction is proposed between companies which have engaged in cartel 
practices and those which have not. Both will be eligible to receive the return 
of their property. I respectfully ask whether it should be the design of Congress 
on the one hand to support and enforce the principle of free competition through- 
out American business and, on the other hand, to strenghthen the cartels with 
which American business must compete in international markets by returning 
property which they used to help the Nazis wage the late war. 

It is said that the return of property will better our relations with West Ger- 
many and further stimulate economic recovery of Germany. So far as I can 
determine from my casual reading, West Germany’s economic recovery needs 
no further stimulation, and our friendship has already been demonstrated in 
many ways, chiefly by our liberal economic aid already amounting to over 
$3 billion, of which repayment of $2 billion has been waived. To return property 
to individual owners who have alreedy been promised compensation by their 
Government in the Bonn agreements would undoubtedly make every German 
claimant happier, but I fail to see where this heavy expenditure of the United 
States Treasury would play any necessary part in helping the recovery of the 
German economy, for if further help is needed, it will be needed in specific areas, 

















Pg eS 


. Re ot + PR 
ee Manag ROO EP tere Ate RRR OE TOT TITER, INDIE STILE LT 


Re REN re 





RETURN OF CONFISCATED PROPERTY 157 


for which specific authorizations and appropriations will be required, and this 
help will not come from paying money to individuals and companies whose 
special needs do not enter into the analysis of Western Germany’s necessities. 

We have a good neighbor policy which is particularly vital to the security of 

the United States, as the recent episodes in Guatemala have demonstrated. 
During the period of the war, our State Department actively urged the South 
American governments to seize and sell German properties in order to cut off 
sources for financing German espionage and fifth-column activities throughout 
South America. At the outbreak of the war, a large part of the drug require- 
ments of South America were provided from Germany. Several German pharma- 
ceutical companies had established subsidiaries in South America. Among these 
were subsidiaries of Schering A. G 

The South American governments were reluctant to take action against these 
companies for fear of interrupting the flow of essential health supplies. This 
problem came to a head in Brazil in 1944, because the Brazilian Government was 
reluctant to take definitive action against several of the companies, one of which 
was the subsidiary of German Schering A. G. At the request of the State Depart- 
ment, I went to Brazil for the purpose of supporting the efforts of our Embassy 
to secure action by the Brazilian Government against these focal points of 
German activity. I was requested to assure the Brazilian authorities that, if 
they seized and sold the Brazilian company, Schering Corp. would step into the 
shoes of the former German parent as a source of supply, of new product develop- 
ments, and of trained personnel. On the strength of these assurances, the 
Brazilian Government, which had previously only placed the company under 
protective custody, actually seized and sold it to Braziliap investors. As I 
understand it, the proceeds from this sale were taken over by the Brazilian 
Government. 

I wish to raise this question: If the Government of the United States of 
America sets the precedent of returning German property, are we not embarrassing 
our good neighbor Brazil, who may not be willing to take similar action? It is my 
understanding that this same situation existed in a number of other South Ameri- 
can countries, Chile, Venezuela, and Colombia. Of course, it is obvious that both 
Franee and Great Britain themselves have directly seized and, as I understand it, 
retain the proceeds of the seized properties. In general, it would seem to me 
that the United States Government, after having committed itself in the 18 
Power Conference in Paris in 1945 to the principle of stripping Germany of its 
external assets, should not now act unilaterally to set a precedent that other 
countries which were its — 3 and are its friends and good neighbors may not be 
willing to follow. At least, I submit that this action should not be taken until 
the question has been mé a the subject of another international conference. 

I wish to take this opportunity of expressing my appreciation to the members 
of the committee for their courtesy in permitting me to state my views, which I 


hope will aid them in settling some of the problems raised by this proposed 
legislation. 


SEPTEMBER 11, 1941, 
SCHWEIZER, care SUIDELEG, 


Basle (Switzerland): 


Subject United States Government’s approval group of about 20 key e mnploye es 
of Schering Corp. including Stragnell and myself offer to purchase Chepha’s 2,225 
preferred and 44,000 common shares of Schering New Je ‘rsey at the following 
puraanae price: Three hundred thousand dollars payable in cash and balance 
$900,000 plus 434-percent interest thereon from January 1, 1941, to December 31, 
1943, pavable in 20 half-vearly installments, each installment including interest 
at the same rate and amortization to be together $64,430.06, first installment 
payable June 30, 1944. Purchasers have right to accelerate principal payments 
in Whole or in part. Purchase to be effected through new corporation to be formed 
here with approximately $100,000, 5-percent preferred stock and $250,000 common 
stock which will be held by aforesaid purchase group who assure continuity of 
management with rights of preemption in case anyone desires sell shares. Schering 
will guarantee payment principal and interest installments subject, however, to 
priority of present bank loans and normal short-term commercial loans and will 
incur no new loans and make no substantial commitments which will jeopardize 
its guaranty of installment payments. New corporation will make no distribu- 
tion on its common stock until such time as possible without interfering with 
installment payments until such time expansion of union will also be postponed. 
We trust that within a year or so by improving our financial status payment of 


whole purchase price by financing will be possible. Foregoing offer includes also 
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Chepha’s shares of Schering New York and transfer to Schering of Delta’s shares 
now owned by Sherka. Matter urgent; please reply at earliest convenience. 


BasEL, September 23, 1941. 
SATRAP, 
Bloomfield, N. J.: 

For Weltzien hereby accept offer set forth your cable September 11 and 
modified by telephone conversation as follows: Firstly, purchase price payable 
$300,000 cash and balance $1 million payable in 23 half-yearly installments vis: 
22 installments of $65,000 and last installment $41,051.06; first installment due 
June 30, 1944. Interest at 43% percent on $1 million as from January 1, 1941; 
secondly, Swiss bank insists upon purchase price being assigned to them in cover 
their advances to our company so that you will have to undertake to pay direct 
to them; thirdly, Swiss bank may possibly insist upon being represented on 
board Bloomfield and on board new company by American personality until 
final payment of purchase price. Please cable details your present bank loans 
for which priority will be demanded. 

CHEPHA, 


—__ 


Nazv’ Victim Wins Surtr—Ex-G. I. Gets Farsen SETTLEMENT FOR SLAVE 
Lasork Durinac WaR 


MANNHEIM, Germany, Feb. 16 (UP)—A German-born United States Army 
veteran has won an out-of-court settlement from a German company for having 
held him as a slave laborer during World War II. 

Rudy Waxman of Hollywood, Calif, a nephew of Franz Waxman, composer, 
settled for an undisclosed sum his $110,000 suit for ‘‘material and moral’? dam- 
ages against the I. G. Farben chemical combine, now in liquidation. He charged 
he had been compelled to labor for 21 months at the Monowitz synthetic rubber 
plant, administered by I. G. Farben, in the Auschwitz, Poland, concentration 


camp. 
Both parties to the suit recently submitted a motion to the United States 
court here asking that the complaint be dismissed. The settlement was con- 


sidered significant for about 1,500 survivors of the labor camp who have suits 
pending against I. G. Farben. 

(Whereupon, at 1:05 p. m., the hearing was recessed, to reconvene 
at 2 p. m. the same day.) 


AFTER RECESS 


Senator Dirksen. The subcommittee will come to order. 

Mr. Secretary, this is one committee that tries to start on time in 
the interest of conserving the time of very busy people like you. 

I trust you will indulge me just a short and preliminary statement 
to indicate the genesis of the bill that is before us and the present 
interest in this whole subject of restitution of alien property. 

Under the terms of the Wiley resolution (S. Res. 245, 82d Cong.), 
there was created a subcommittee to investigate into the administra- 
tion of the Trading With the Enemy Act. The late Senator Willis 
Smith of North Carolina was the chairman at that time and sub- 
sequently I became the chairman of the committee, and a report was 
filed. We had, I thought, a very excellent staff and went into all 
aspects of the matter rather thoroughly. 

It was in the course of that investigation that we did encounter a 
good many documents that had some bearing upon the change of 
concept in the Trading With the Enemy Act as it stood in and after 
World War I and as it became effective after World War II. 

During World War I and thereafter we followed pretty well the 
general concept of custodianship of the property of enemy nationals, 
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and thereafter, of course, we followed the present policy of confiscating 
and liquidating and using the proceeds for the purposes of the War 
Claims Commission. 

That is about all the preliminary statement, Mr. Secretary, that I 
think the chairman needs to make, except to indicate that after that 
report was published in January, the report of the subcommittee, to 
which, of course, there were appended a good many supplemental 
views, I noted a very considerable interest in this problem editorially 
and in news dispatches. And, of course, the subcommittee had in 
mind the possibility of implementing and further fortifying the 
friendship of our country with other countries by means of a policy 
that would be the best evidence of the good will of the United States 

America. 

We are sensible of the fact that we have helped the West German 
Republic in a very substantial way. So always there comes this 
question of policy, whether or not our dollars and our efforts bear the 
best and sweetest fruit so long as we follow the present policy in 
existing law. 

Thereafter, of course, comes this other question, and that is: What 
would happen in the course of a future conflict, where first we en- 
courage American capital and American businessmen to go abroad 
with their ventures and then discover that some other country that 
may be on the enemy side may then say “ Well, all we do is to follow 
out the policy adopted by the United States of America of confiscating 
this property and realizing it for our own domestic purposes.” 

We have been trying to look down the road a little. We have tried 
to be helpful in this matter at a time when there is so much fever and 
so much fluidity in the whole field of foreign policy and foreign econo- 
mic policy. 

{ am delighted that you are here today, and I leave you entirely 
now to your own devices as to what you would like to say to the com- 
mittee, and there may be a few questions thereafter. 

May I say also, in behalf of my colleagues, there are seven members 
of this subcommittee, but at the moment they are trying to put the 
finishing touches on and rush the revenue bill to a conclusion on the 
floor. I trust the bells will not ring to summon me away so as to 
destroy the continuity of your remarks, 

So, Mr. Secretary, we welcome you, and you are free now to address 
the committee. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Mr. Chairman, I am very happy to be here to 
express my views on the very important topic which is dealt with 
by your subcommittee. 

1 express my pleasure at being here and having the opportunity to 
express my views to this subcommittee with reference to the very 
important topic for which it is convened. 

I have a very brief statement of perhaps about 5 minutes, which 
I will read, if that meets with your approval. Then I will be glad to 
try to answer any questions that are in your minds. 

Senator Dirksen. Thank you, Mr. Secretary. 

Secretary Dutuxs. I would say, first of all, that I consider that it is 
highly appropriate that the Congress should review our legislative 
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policy in this field. The seizure and disposition of enemy property 
was made during and immediately after the active war, when feelings 
were influenced by the events of that period. I think it is useful to 
have a fresh look at what is being done in the light of changing world 
circumstances and experience in administering the legislation. 

The Department has submitted a letter to the committee com- 
menting on questions of general principle raised by the bill. I do not 
want, in this preliminary statement, to go into the matter in detail, 
but I would like to comment on a few general aspects of the problem. 

The policy adopted after World War II, of completely eliminating 
ownership of enemy private property was a departure from historic 
American policy after other wars. I, myself, have had some experience 
in this field. I worked on this very problem at Paris in connection 
with the Treaty of Versailles at the end of the First World War. 

T can say frankly that I would like to see a return to our historic 
position, the position of the sanctity of private property in time of 
war, to return to that historic position to the extent that may be 
practical, although I recognize that there are considerable difficulties 
in dealing with the matter on that basis after so long a period of time. 

As I stated in the Department’s letter to the committee, to which I 
referred, there is no objection from any foreign policy viewpoint to the 
return, as a matter of grace, of vested German property and of 
Japanese property. In point of fact, any action of this character would 
be welcomed both by the Governments of the Federal Republic of 
Germany and of Japan as an indication of return to more normal 
relations, and would, of course, be welcomed by the many owners of 
the property. 

I personally feel deep sympathy for the burdens which have been 
placed upon large numbers of people who had small property holdings 
in this country representing interests in estates and trusts and invest- 
ments, pensions, life insurance policies, and the like. 

When I last saw Chancellor Adenauer, which is when I was return- 
ing from the Berlin Conference of the four Foreign Ministers, he 
particularly mentioned this subject to me and pointed out to me the 
hardship which our vesting had caused in these cases. 

One aspect of the problem which has to be considered, of course, is 
the status of war claims still outstanding, principally in the forms of 
claims of American citizens against Germany for war-damaged prop- 
erty. Because of the great dislocation of the German economy as a 
result of the war, the Allied countries decided to look to the German 
assets in their territories as a principal source for the payment of their 
claims against Germany. If this approach is to be reversed, the ques- 
tion of unsatisfied claims against Germany would call for consideration. 

The situation in respect of Japan is somewhat different in that we 
have a final peace treaty with Japan in which there has been made 
provision for the payment of certain claims against Japan and a defini- 
tive waiver of the balance. 

This is a complicated problem which involves many policy aspects. 

A good deal of money has already been disbursed and appropriation 
would be required. Some of these are matters which go beyond the 
province of the State Department. Insofar, however, as the problem 
involves the matters of foreign policy, I have no hesitation in recom- 
mending adoption of legislation along the general lines of this bill. 

Thank you, Mr. Chairman. 
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Senator Dirksen. Mr. Secretary, a point was made this morning 
by a very distinguished lawyer from Tennessee to the effect that the 
terms of the bill before us would ac ‘tually be in violation of the execu- 
tive agreement; and I think it was an executive agreement that was 
contrived in Paris in 1946. On a number of occasions, I believe it 
was pointed out, yesterday, that this was actually a multilateral 
undertaking with respect to the external claims of Germany and that 
very conceivably to take this kind of action in it might be in violation 
of the executive agreement. 

Would you have any comment with respect to that matter? 

Secretary Duties. The agreement alluded to is, I think, an agree- 
ment which was made at Brussels, if I recall. 

Senator Dirksen. I am referring, Mr. Secretary, to the Paris 
reparations agreement. It was either in 1945 or 1946. 

Secretary Duties. Yes. I am familiar with that agreement. 

In my opinion, the agreement, whatever its intent may have been 
as an executive agreement, was without authority whatever to bind 
the Congress of the United States in this matter. The property had 
been vested by action of Congress. I believe Congress has the right 
to decide what to do about the matter. I do not believe that the 
freedom of Congress in this matter has been curtailed in any way by 
this executive agreement. I am not a believer in the power of the 
President, through executive agreements, to cut across the normal 
legislative powers of Congress. 

[ may say that, as a matter of interpretation of that agreement, 
it can be argued that it was not intended to operate in perpetuity but 
was designed as a temporary measure perhaps to assure against a re- 
vival of German militarism and the use of German important com- 
mercial assets possibly as an instrument of German militarism. I 
think that that danger has passed and that if the agreement be given 
that interpretation—which I think is a reasonable one—then the 
action which you contemplate is not only compatible with the powers 
of Congress but also is compatible with the executive agreement 
itself. 

Senator Dirksen. Mr. Secretary, are you generally familiar with 
the action that we took pursuant to the Italian Treaty in 1947? 

I have only generally examined its terms. It runs in my mind that 
pursuant to that treaty we did enter into an agreement with Italy, 
under which there was a restitution of property and also a restoration 
of patents and trade-marks. 

Incidentally, I see our former colleague, Senator Connally, has come 
in, who was chairman of the Foreign Relations Committee at the 
time the Italian peace treaty was consummated. 

But I presume you have some general familiarity with it. That 
would, of course, be something of a precedence and something of a 
guide, as a matter of fact, because Italy was in somewhat of a bel- 
lige rent status as far as this country was concerned. So if we are 
going to do it to one belligerent, the precedent would be there for 
undertaking similar action with respect to other belligerent nations. 

Secretary Duties. Yes; that is certainly a useful precedent to 
recall. 

The situation is perhaps not entirely parallel, because before the 
end of the war the Italian Government reversed its stand and became 
associated with the Allied Powers. 
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Of course, the action taken at the end of the First World War is 
perhaps a closer example in that the Treaty of Versailles authorized 
the powers who had then vested German property to retain it. Most 
of them did. But the United States consistently, with its policy of 
recognizing the sanctity in time of war, did make restitution, by and 
large, of the seized property. 

I believe that in doing so we enhanced our own prestige in the world 
and that it was good business from the standpoint of the United States 
to doit. I believe that the foreign policy of the United States should 
be conducted with a view to promoting the long range interests of the 
United States, and I believe that it is in the interest of the United 
States to have a policy and stick to a policy which means that if 
foreigners invest their property in this country, have interest in this 
country, have bank accounts here, insurance polici ies here, annuities 
here, things of that sort, they can be sure that is a safe place in which 
to have them. 

In the long run, I believe it is in the interest of the United States 
to establish that kind of reputation, which we have had over many 
a: And I believe we get indirect benefits from such a policy which 
need to be weighed in the scales as against the immediate military 
cost to carry out such a policy. 

Senator Dirksen. Do you see any connection between what we did 
in the revised Trading With the Enemy Act in completely changing 
our concept from custodianship to confiscation with what I esteem to 
be the growth of the expropriation idea in the world, as, for instance, 
the refineries in Iran, certain actions that took place in Latin America? 

There has been, I think, according to the record, some growth in 
this idea; which, of course, means that age-old regard for private prop- 
erty has weakened a good deal. 

Do you see any relationship between what we have done during 
and after World War II and the growth of that idea in the world? 

Secretary DutuxEs. I see some relationship between it. 

I recognize that there is force in what you say, to the effect that our 
own position to protect American interests abroad is strengthened if 
we protect foreign interests that are here. 

[ would think that in an era when we expect the American interests 
abroad, American capital investments abroad, that it is wise for us to 
adhere ourselves strenuously to the highest standards of conduct in 
relation to those matters. That puts us in a better position to call 
upon others to apply the same standards. 

Senator Drrxsen. In the statement, Mr. Secretary, that was sub- 
mitted this morning, I noticed an observation to this effect: 

In the event that Congress should see fit to provide for return of German and 
Japanese assets, it may be appropriate to work out some of the terms and condi- 
tions with the Governments of the Federal Republic and of Japan. These nego- 
tiations would also probably be required with other governments with which the 
United States has concluded agreement for the resolution of intercustodial con- 
flicts. 

I presume by that you do not have in mind some negotiations prior 
to the enactment of legislation, but negotiations after this policy 
might have been decreed by Congress if that should be the desire of 
Congress, in the form of a pending bill or some other bill? 

Secretary Duties. Yes; that is quite correct, Mr. Chairman. It 
would certainly be premature and raise false hopes to enter into 
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negotiations of that sort at the present and in the absence of some 
action by the Congress indicating what its policy was in that matter. 

There are a number of rather complicated details which have to be 
worked out. You take this intercustodial business, where some assets 
have been seized by 2 or 3 countries because they are represented by 
different evidences of title; the physical property may be here, the 
bonds or shares may be somewhere else, the registry may be some- 
where else, and there are 3 countries, each trying to seize the same 
property. 

That raises questions which would have to be worked out before we 
would be in a position ourselves to give clear title to property and 
return it. 

Senator Dirksen. On the basis of your familiarity, Mr. Secretary, 
with the situation in Europe particularly, and the conversations that 
vou have had with Adenauer or other responsible persons in the West 
German Government, is it your notion that this kind of action by the 
Congress either in the form of partial restitution, or complete restitu- 
tion would have a definite impact upon the good will and on our 
relationships with West Germany and with Japan? 

Secretary Duuuss. I believe that the impact would be extremely 
good from the standpoint of our relations with these countries. I 
believe that our relations with both of them are sufficiently good so 
that we do not in a sense have to buy their good will; we have done 
plenty. But I think that when you live up to a high principle in 
relation to certain countries and peoples, it makes an impression 
which is not won merely by grants, however generous they may be. 

Therefore, I believe that to be actuated by historic American 
principle in this matter in relation to German and Japanese assets 
would have a very beneficial effect upon our relations with the people 
concerned. 

Senator Dirksen. It is not my intention necessarily to ask you 
about various provisions in the bill or technical matters; but this 
would be a matter of policy. We have put a proviso in the bill that 
reads as follows: 

That no such return shall be made pursuant to this section to natural persons 
who on January 1, 1954, or any time thereafter prior to such return have lived, 
or corporations, companies or associations having their sole or primary seat, in 
the Russian zone of occupation of Germany or Austria. 

And then, of course, in some other Iron Curtain countries. 

Do you have a comment on that? 

Just to make sure that you have that language in mind: What that 
says in effect is that a restitution shall not be made after a given date 
to those who have lived in the eastern zone of Germany or certain 
other iterdicted areas. 

Secretary Duuuzs. I believe that is very wise and very necessary 
in the case of Germany. I am not so sure that it is necessary in the 
case of Austria, because the situation in Germany is quite different 
from what it is in the case of Austria. 

In the case of Austria there is no economic division of the country; 
there is free transportation, movement of people back and forth, and 
I think consideration could be given to the question as to whether or 
not that proviso is necessary in the case of Austria. 

Certainly, however, it is imperative, I would think, in the case of 
Germany, where there is such complete subjection of the people to 
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the Communist regime that in fact a return would not benefit the 
peoples themselves but would be used by a hostile regime to benefit 
itself at our expense. 

Senator Dirksen. We have excluded also one other class of persons, 
namely, those who have been tried and convicted of war crimes by 
an allied tribunal. 

In your judgment, is that a proper and salutary proviso to 
include in a measure of this kind? 

Secretary Duties. Entirely so. What is being done, from a legal 
standpoint, is being done as a matter of grace. In other words, 
these people have no legal right to claim their property back. There- 
fore, we are entitled to pick and choose who will be the beneficiaries 
of our action. 

If one principle moves us to return the property, that is certainly 
cut across by another principle, which is that these convicted war 
criminals have no claim at all upon our good will, or our grace. 

Senator Dirksen. We included one other proviso, on which you 
may or may not want to comment. That is giving to the President 
the power to make a finding that the national interest is involved in 
connection with some particular piece of property and then to set up 
a method of operation whereby that property can be kept intact for 
the benefit of our own country. 

The details are not so important for the moment even though, in 
the language of the bill, it would offer a 12-month period under which 
the vestiture could be compelled in a court. 

But the whole theory of the proviso is to make sure that if a property 
is invested with a national interest so that it may have some bearing 
upon our security and national defense, that at least we have a device 
whereby it can be saved. 

I think it has very particular reference to the General Aniline Film 
properties, these having been operated, as you probably know, under 
the direction of the Alien Property Administrator, and inasmuch as 
they deal in such things as drugs and chemicals and other things 
that have a very abiding impact upon our national defense and 
security; that neither the patents nor the secrets nor the know-how 
should leave this country. 

Of course, that 12-month period that is provided in the bill can be 
cut down to 24 hours, or one could write in a condition to the effect 
that before restitution became effective the person or persons to 
whom it might be restored would first have to enter into a valid con- 
tract under which there would be a bona fide sale of the property to 
American industry or to those who would agree that the property 
at long last would not find its way back into the hands of the nationals 
of other countries. 

It is directed largely, I think, to one property, of course. But you 
may have some comment to make upon the ‘advisability of such a 
provision. 

Secretary Duties. I would not want to seem to pass on the par- 
ticular language of the bill because i am not competent to do that. 
But the broad principle is one which I would approve of, and I assume 
that the Department of Justice, for example, would have better ideas 
than I, myself, as to the precise phraseology. 

Senator Dirksen. There is one other question, of course, and that 
is this: Obviously it would be related to the question of appropria- 
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tions, because if you were going to do so and to reimburse those into 
whose hands property might have come, it would require money out 
of the Federal Treasury in order to effectuate a program of this ‘kind. 

There have been various estimates as to the amount of money that 
might be involved, ranging up to, let us say, something over $200 
million. I frankly say I have no definite figure in mind. It might be 
$150 million or $200 million, or even more. But it does raise this 
question of the advisability of partial restitution as against complete 
restitution, and also the advisability of including a limitation so that 
this would be complete restitution in the case of all property and 
claims, let us say, as an arbitrary figure, not exceeding $10,000 in 
amount. 

Perhaps as a matter of policy you may have some comment on that 
item, 

Secretary Duties. I am not, myself, as Secretary of State, in the 
position to deal with the monetary aspects of this matter, appropria- 
tion and so forth; that is a matter on which the Bureau of the Budget 
would probably want to be heard and perhaps has been heard. I 
think they have written a letter to you. 

But as far as the foreign relations aspect of the legislation goes, | 
would say that the maximum of good will would be obtained if there 
could bea total restitution in favor of the small people who in aggre- 
gate make up a very considerable number. I do not have before me 
the precise number involved. 

But there are many, many cases of small and impoverished people 
who had small savings in this country, who perhaps were in receipt of 
annuities which had been provided for them by relatives in this coun- 
try, and small savings, bank certificates, or 1ife insurance policies. 

I believe that there could be a total return to people of that sort up 
to some figure. You suggested $10,000 a person. I am not qualified 
to say Ww hether it should be $10 ,000, whatever it might be, but perhaps 
the administrative expenses are prohibitive, and that is something I 
do not know about. 

I would think that a total return up to some figure such as $10,000 
would be extremely desirable, from the standpoint of the foreign rela- 
tions aspect and the good will to be gained by this, and the feeling 
on the part of so many of these pe ople, particularly the Germans who 
have relatives in this country and who, because of that relationship, 
had small assets. 

When I say small, perhaps someone had taken out a life insurance 
policy for them or provided an annuity in his will. Those are pathetic 
cases that appeal to your conscience, appeal to your heart. 

The response to that in those terms, involving, as it would, many 
thousands of people, would, I think, have a very munificent result. 
I would very strongly approve that feature of your bill, if that is in it. 

Senator Drrxsren. Not at the present time. 

Secretary Duties. I know the question has been discussed. I did 
not know whether it was actually in the bill now, or not. 

Senator Dirksen. Another question arises in this respect: We did 
use the language of “restoration or return of property thereof” who 
was the owner as the time of vesting, “or to the legal representative 
or successor, as the case may be.” 

The question has been raised that you very conceivably might have 
restitution to one entitled to receive the property, who is residing in 
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an allied or a neutral country where there is in effect at the present 
time a statute under which this property could be seized and vested 
by an allied government. 

Obviously, it is certainly not the intent or the purpose of this 
Government or the Congress to enrich any other government as a 
result of this kind of policy. Perhaps you have some comment on 
that. 

Secretary Duties. That is a type of thing which would have to 
be—and, I think, could be—negotiated. We referred to the fact that 
to carry out this bill will take a measure of negotiation, and that will 
be one of the aspects of it. 

As you rightly say, to return this property, as far as the United 
States is concerned, in order to benefit the original owner, and then 
have it seized, in passing, by another Alien Property Custodian, would 
not serve the purpose that you have in mind. To protect against 
that would perhaps require negotiation. But I would be hopeful 
that it could be arranged that property released under those circum- 
stances might not just be seized. 

I would not want to guarantee that result because some countries 
who do not feel either that they can afford or that they want to return 
this property might not want to encourage the workings of our con- 
trary policy. So it is not certain that that could be done. 

Senator Dirksen. That also raises, of course, the corollary admin- 
istrative question of whether or not that type of negotiation would be 
carried on by the commission that is set up under this bill, or by the 
Alien Property Office, or by the Department of State. 

Secretary Duties. Senator, I am not looking for any more work, 
but I do think it is a matter of sound principle that this type of nego- 
tiation should preferably be given to the Department of State. 

Senator Dirksen. I would be inclined to think so. 

Senator Hendrickson, have you any questions? 

Senator Henprickson. Yes, Mr. Chairman. 

Mr. Secretary, I want to apologize for coming in late. I was most 
anxious to hear your entire testimony on this subject. 

Mr. Secretary, as I read your prepared statement, it becomes quite 
clear to me that you have made a special study of S. 3423. Is that 
correct? 

Secretary Duties. I have made a study. I would not want to be 
examined too closely on it. 

Senator Henprickson. I did not have any intention of doing that. 

Secretary Duties. I might flunk my examination. 

Senator Henprickson. But you have read the bill and given con- 
sideration to its aims and objectives? 

Secretary Dutuss. Yes, sir. 

Senator Henpricxson. I wonder if you have made a similar exami- 
nation of S. 2171, the so-called Hendrickson-Smith-Ives bill? 

Secretary Dutuxs. I have not, sir. 

Senator Henprickson. So you are not familiar with the provisions 
of that? 

Secretary DuLuzEs. No. 

Senator Henprickson. Under that bill, restitutions would be made 
in the form of money restitutions after the public sale of the property, 
the assets of the corporation, in any case. I wonder if you think that 
such restitution, money restitution, of equal value, the value of the 
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assets sold, would have the same general effect on the relationships of 
our country with other countries? 

Secretary Dues. I assume that in most cases the return would be 
a monetary return. 

Most of the property, I understand, has been liquidated, or itself 
is in monetary form, bank deposits, annuities, insurance policies, and 
the like. t 

I would not care to comment on the question as to whether in every 
case to do it in terms of money rather than in kind would be wise. 

There are, I suppose, a good many things, such as trademarks, 
copyrights, patents and the like, which would be extremely difficult 
to evaluate. 

[ understand there are quite a few of those which are still vested, 
and unless they pertain to the national interest in a way which had 
been suggested by the chairman, so that they should be kept from the 
standpoint of national security, | would think certainly in those cases 
a return in kind of, let us say, a copyright, would be better than to 
attempt to evaluate the copyright. Copyrights are pretty difficult 
things to evaluate. 

Then there might be some business which would be better to return 
in kind rather than go through the process of trying to sell them. 
I know a good many cases where sales have taken place, and the 
process has been one which I think has involved a very considerable 
loss of value because you might try to sell a going enterprise on a 
market which may not be receptive at the moment to purchases of 
that kind or magnitude. Also, when questions of the personnel, 
who is going to run it, management and so forth are involved, there is 
oftentimes a considerable loss in first going through the process of a 
sale. 

So I would not want to come out and advocate, as a universal 
principle always in terms of doing it in terms of money rather than in 
kind. In many cases it would be easier and involve less of a destruc- 
tion of value to do it in kind rather than in money. 

But I speak, Mr. Senator, without having clearly in mind just 
what is the subject of our discussion. I only know in a very general 
way about the assets that are still held; so that my observations 
should not be given perhaps very serious weight. 

Senator Henpricxson. Mr. Secretary, you said that actually 
these foreign interests, which own this property, actually you said 
in your testimony they have no legal rights to recover this property. 

Secretary Duties. That is quite right. 

Senator Henprickxson. They would recover the property as a 
matter of grace. 

Secretary Dutuxrs. Yes. 

Senator Henprickson. When you said they have no legal rights 
to recover, you mean they have no constitutional rights to recover 
the property; do you not? 

Secretary Duties. I mean that their own government has in effect 
taken away from them their right to this property and has agreed 
that it shall be dealt with by us free of the claims of the original owners. 

Senator Henpricxson. That is true. And under our Constitution 
they have no constitutional rights here; is that not so? 
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Secretary Duties. The question of precisely the extent to which 
aliens have constitutional right in this country is a pretty complicated 
legal question. 

Senator Henprickson. I am referring to the rights to the property 
which has been vested in any case. 

Secretary Duties. I would certainly say they have no constitu- 
tional right to get the property back; yes. 

Senator Henprickson. Mr. Secretary, you referred to the Depart- 
ment of Justice in response to the distinguished Senator from Illinois. 
You indicated that certain features of this proposed legislation should 
be passed upon by the Department of Justice. If the Attorney Gen- 
eral of the United States said that S. 2171 or the bill we are presently 
considering or either of them were constitutional, you would accept 
that opinion as a fact, would you not? 

Secretary Duturs. I have the highest regard for the legal ability 
of the Attorney General, who is a personal friend and colleague of 
mine. If he said it was constitutional I would be disposed to accept 
that pronouncement because I think its constitutionality is inherent. 

Senator Henpricxson. Mr. Secretary, would you be good enough to 
furnish the committee at your earliest convenience—I know how busy 
you are and I do not want to make any work for you—would you be 
good enough to furnish the committee with your observations in 
respect to S. 2171, the so-called Smith-Hendrickson-Ives bill; and S. 
2477, which is the Dirksen-Hendrickson-Smith-Ives bill? 

Secretary Duties. I understand that the bills that you referred 
to have not so far been submitted to the State Department for observa- 


tion. 

Senator Henperickson. That is correct. 

Secretary Duties. That is the reason why I was ignorant of them. 

Senator HenpEeRIcKsoN. You are entirely correct, Mr. Secretary. 

Secretary Duuues. | will be glad to do so. 

Senator Henpricxson. The committee will appreciate it if you 
will. 

(The material referred to is as follows:) 

DEPARTMENT OF STATE, 
Washington, July 19, 1954. 
Hon. Everetr M. Dirksen, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate. 

Dear Senator Dirksen: During his recent testimony before your subcom- 
mittee on 8. 3423, the Secretary of State was requested to furnish, for incorpora- 
tion in the record of the hearings, comments on 8. 2171 and 8. 2477. The Secre- 
tary was asked, in particular, whether in his opinion restitution of the proceeds 
of the liquidation of vested property to the former owners would have the same 
general effect on the relations between the United States and other countries as 
the return of the property in kind, and whether in his opinion it would be con- 
stitutional to sell property which is in litigation under section 9 (a) of the Trad- 
ing With the Enemy Act and thus limit the remedy available to a successful 
claimant to recovery of the proceeds of liquidation. 

The present provisions of section 9 (a) provide that when property is vested by 
the Office of Alien Property and a suit is filed for the return of that property by a 
claimant, the Office of Alien Property is required to retain such property in its 
custody until a final judgment or decree shall be rendered and satisfied or the suit 
is otherwise terminated. The effect of this provision is that the Office of Alien 
Property is unable to dispose of property which is vested until the termination of 
the suit. Since litigation involving the return of property is often of an extremely 
complicated nature, with the possibility of full appeal, suits may take many years 
to be finally adjudicated. In the meantime the United States Government is 
burdened with the custody of the property and is not in a position to sell when 
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circumstances are most favorable. This situation becomes especially burdensome 
in the case of the supervision and management of enterprises which have been 
vested; often to the disadvantage of the proper financing and development of the 
enteprise concerned, the Office of Alien Property is required to continue with 
supervision and management. 

5. 2171 is designed to enable the United States Government, if it appears 
proper in the national interest and welfare, to sell vested property despite the 
existence of a law suit. The claimant to the property has the option to receive 
the proceeds of the sale or to claim just compensation. 

The Department appreciates that in some cases an American or foreign 
claimant may prefer to retain the title to property rather than secure just com- 
pensation therefor. However, considering the disadvantages flowing from the 
imposition of an obligation on the United States Government to retain the 
property, and the fact that the claimant will obtain just compensation, the 
Department perceives no objections, from the foreign policy point of view, to 
the bill in question. With respect to the question of the constitutionality of 
the procedure proposed by the bill, the Department understands that this has 
been covered in the views expressed by the Attorney General. 

S$. 2477 contains, inter alia, provisions identical to 8. 2171. In addition it 
makes provision for the return to the former owner of vested property acquired 
from an American citizen by gift, trust, annuity, devise, bequest or inheritance. 
The Secretary of State, in his letter to you of July 1 and in his testimony before 
the subcommittee on July 2, stated that in the event consideration is given to a 
parties! return of vested assets, preference should be given to small property 
holdings on a general basis. <A partial return on that basis, which would benefit 
indi. iduals who had life insurance policies, pensions, interests in estates, bank 
accounts or real property holdings would spread the benefit among large numbers 
of people, and would assist those who stand in greatest need. Such general 
return of relatively small holdings would be preferable from a foreign policy 
viewpoint than a selective return of certain tvpes of property regerdless of size. 

The Department has already indicated its support of the provision to pay 
$300,000 to the Federal Republic of Germany for the construction of an Embassy 
building and notes that the Senate has recently passed a separate bill, 5. 1573, 
to that effect. Other features of 5. 2477 do not involve questions affecting our 
relations with other countries. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 

Senator Henprickson. Those are all the questions 1 have, Mr. 
Chairman. 

Senator Dirksen. This might be an appropriate moment to allude 
to that further, Mr. Secretary, because it is one of the problems that 
has confronted any committee charged under the Senate rule with 
dealing with the subject of alien property. And, of course, we go 
back to the difficulty that inures in section 9 (a) of the Alien Property 
Act, because it simply recites that when a claim has been filed there 
can be no disposition of the property until the claim has been 
disposed of. 

As a result of it, where claims were filed, title claims, litigation has 
ensued and it has kept in the hands of the Government for adminis- 
trative purposes a number of properties, like the General Aniline 
property, and evidently, under existing law, until it is disposed of 
there is no way in which to go. 

It was hoped, of course, that we could contrive legislation under 
which there might be a finding in the national interest to sell the 
property in escrow to proceeds, and then let the claimants litigate 
over the disposition of the proceeds. But a litigant, however, may 
want the property rather than the proceeds. 
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So the question is: Can we, under the provisions of 9 (a) as it exists 
today, constitutionally proceed? 

There is a wide divergence of opinion on that score, and we had 
an opinion this morning from Mr. Simms, a very eminent lawyer 
from Nashville, Tenn., who modestly refers to himself as a country 
lawyer, but albeit I think a very able lawyer. 

We had an opinion from the firm of Steptoe & Johnson, long time 
counsel for General Aniline & Film after it got into the hands of the 
American Government. 

As you look on all sides of these opinions, some doubts arise as to 
whether it is constitutional or not. 

So we find ourselves upon a hook with respect to some of these 
important going properties, which are possessed, in my judgment, of 
a national interest. 

So the bill to which Senator Hendrickson alludes was designed to 
liquidate the property, put it in the hands of private industry, ‘and le >t 
the claimants litigate over the proceeds, whatever they might be. 

So with that background, I do not know whether you have any 
further comment to make on it, or not. 

Secretary Duties. I, myself, am a lawyer, but I have had to do 
so many other things than practice law in the last few years that I 
would not care certainly to give an impromptu opinion on a compli- 
cated question of this sort. 

As I indicated to the Senator from New Jersey, I would think that 
the committee could be guided in this matter by the opinion of the 
Attorney General, which I understand is to the fact that it would be 
constitutional to sell these properties. 

Senator Henprickson. That is correct. It has been his opinion to 
date, at any rate. 

Senator Dirksen. There are two other policy questions, Mr. Sec- 
retary. One is raised in your letter addressed to the committee, 
which was in my mind. 

In the course of the vesting and the seizing process, we did vest 
and seize and sell the German Embassy property in the Nation’s 
Capital. It does raise a rather interesting question as to how far 
a country shall go and whether or not the seizing and vesting power 
shall also extend to diplomatic property, or whether it shall have 
immunity. 

Of course, we did pass a bill providing for the sum of $300,000 with 
which to rermburse them for the loss of that building. But in that 
same general field of policy there was no distinction made as between 
governmental property and the property of private enemy aliens in 
connection with the Italian Treaty and the Italian Agreement. 

In the pending bill we have specifically excluded the property of 
enemy governments or any subdivisions thereof. So that, of course, 
becomes a question of policy; but staring us in the face is what was 
done in the case of Italy. 

Then there is this diplomatic problem. 

Secretary Duuuzs. I believe that the highest order of priority for 
return or restitution goes to diplomatic property. 1 referred to the 
historical policy of the sanc tity of private property in general in time 
of war, but there is a far older generally accepted policy y, which is the 
immunity of eee property. 

In the case of the Japanese Peace Treaty, which I had something 
to do with, you may recall that we made an express provision there, 
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which all the 50 signatories agreed to, that there should be return of 
diplomatic property. 

When you go to governmental property other than diplomatic, I 
do not feel that the same considerations apply and that the private 
property should be in next order of priority in considering return; 
that is, next to consular and diplomatic property. 

When governments go into business and own property here and 
then go to war, that property is one of their instrumentalities of war 
which is used naturally for the political objective, which is, during 
war at least, the overthrow and destruction of the Government of the 
United States and the conquest of our Nation. 

I do not feel that property which has been dedicated to that pur- 
pose should have any partic ‘ular claim upon our grace. And, there- 
fore, I would be, myself, inclined, as I say, to give first priority to the 
restitution of diplomatic property; secondly, to property which was 
owned by private individuals. I would assume by that time there 
would not be much left to give back to the governments for their 
property, and I would not mourn that fact very much. 

Senator Dirksen. There is one other question, which is actually 
legislative policy, rather than foreign policy. It was raised a number 
of times. ‘That relates to windfall profits. 

The question is whether restitution is made on the basis of the value 
of the property at the time of vesting, or restitution with the accre- 
tions of value that may have developed over a period of time since it 
was administered either by the Office of Alien Property, or by those 
who took it over. 

Of course, it is the whole enrichment idea, as you can well see. 

Secretary Duties. I would feel myself that since you are dealing 
with a situation where it is probably impossible to make total resti- 
tution in every respect, that where there is property in kind which 
has been seized, I would be inclined to make restitution either of the 

value at the time of seizure, or at the time of return, whichever is less. 

Senator Dirksen. It is, of course, a legislative policy that has to 
be worked out. 

Secretary Duties. Yes. 

Senator Dirksen. Mr. Secretary, I think Mr. Nairn and Mr. 
Smithey, who are counsel to the committee and associated with the 
Judiciary Committee, may have a question or two. 

Mr. Naren. Mr. Secretary, you referred to the Paris reparations 
agreement. As I understood you, you stated that, in your opinion, 
there was no bar in that agreement to the return of this property. 
Subsequent to the Paris reparations agreement and pursuant to an 
authorization by Congress, the United States entered into an agree- 
ment sponsored by the Interallied Reparations Agency in Brussels 
for the purpose of settling the jurisdictional disputes among the 
Allies over these German external assets. 

This agreement, which became effective on January 21, 1951, has 
led to certain payments to this country by the Ne therlands and Den- 
mark. As I understand it, negotiations are continuing with these 
and other countries under the provisions of the agreement. 

This agreement has also been raised by testimony before the com- 
mittee during these hearings as a possible bar to the return of the 
property. 
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Would you care to express yourself as to this, or any other inter- 
national agreement made by the United States with Allied Powers 
which may, or may not affect the possibility of a proper return? 

Secretary Duties. I do not believe that there is or can be any 
executive agreement, not approved by the Congress in the form of 
legislation or a treaty, which would bar the Congress from doing 
what it pleases with respect to this vested property. 

Mr. Smiruey. Mr. Secretary, along that line, do you feel that this 
bill, S. 3423, in authorizing the return of private property, in any way 
abrogates the provisions of the Bonn Convention? 

Secretary Duties. No, I do not. 

Of course, the Bonn Convention is not in force at the present time. 

Mr. Smiruey. The question of the Bonn Convention came up this 
morning, and I think your testimony might be very helpful to the 
committee on this point. 

In the Bonn Convention I understand provision was made for 
payment to Germans for the loss of their property through confiscation 
of that property by the United States. Is that true, sir? 

Secretary Dunes. Yes, sir. 

Mr. Smiruey. Do you know whether any payments have been 
made by the West German Government pursuant to that agreement? 

Secretary Duuugs. I cannot say that there have been no payments, 
but I can say that whatever payments there have been have been 
extremely slight. I doubt if any appreciable payments have been 
made. 

I do think that one of the matters that would have to be considered 
from a negotiating standpoint would be to take into account perhaps 
any payments that had been made, because you would not want a 
man to get his property back twice. 

Mr. Smiruey. That anticipated my next question, Mr. Secretary, 
and that is: Is there likelihood that passage of this legislation would 
permit double payment to German claimants? 

Secretary Duties. I would think that there should be provision 
to insure against that perhaps in the legislation itself. It could be 
provided that if, in the extent that there had been restitution made 
by Germany to these claimants, that that would be an amount which 
would be deducted from the amount returnable under this legislation. 
Something of that sort might be useful. 

Mr. Smirney. Would you feel that, as a matter of policy, if some 
payment had been made, that a similar amount ought to be paid to 
the German Government? 

Secretary Duties. No, I would not think so. 

Mr. Smirney. One further thing, Mr. Secretary, on a different line 
of questioning. 

Some of this property which is now vested by the Office of Alien 
Property was held as record owners by certain Swiss people. Has it 
caused this Nation any difficulties in its relation with Switzerland that 
these properties were being retained? 

Secretary Duuuzs. It has not been a difficulty which has reached 
my personal attention.! 

! Subsequently, the Department of State advised the subcommittee as follows: 

“This problem has raised difficulties in our relations with Switzerland. In view of the great demand 
on the Secretary’s time, however, they were not brought to his personal attention and he was consequently 
unaware of them. The Swiss Minister in Washington, and members of the Swiss Legation staff, have 
made numerous representations on this problem over a number of years, particularly in respect to the 
General Aniline & Film Corp. case which still remains in litigation. The Swiss view this case as being most 


serious. Efforts to find a solution have not been successful, and the problem continues to disturb our rela- 
tions with Switzerland.”’ 
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Mr. SmitnHey. Thank you, sir. 

That is all I have, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Secretary. We are grateful for 
your coming. 

I trust the Chair has liberty to insert in the record as a part of your 
remarks, the letter which you addressed to the committee dated July 
1, 1954? 

Secretary Duties. Yes, sir. 

Senator Dirksen. Thank you, sir. Thank you for coming. 

(Letter referred to is as follows:) 


DEPARTMENT OF STATE, 
Washington, July 1, 1954. 
Hon. Everett McKiniey Dirksen, 
United States Senate. 

Dear SENATOR DrrksEn: I refer to your letter of May 10, 1954, requesting 
my comments on 8S. 3423, a bill to amend the Trading With the Enemy Act. 
This bill would in substance provide for the return, as a matter of grace, of assets 
vested from nationals of enemy countries, or the liquidated proceeds thereof. 
The benefits of the act would not apply to persons convicted of war crimes nor 
to persons resident in the Soviet zones of occupation of Germany and Austria, 
or in Albania, Bulgaria, China, Czechoslovakia, Hungary, Poland, Rumania, or 
the Soviet Union. 

Pursuant to the Trading With the Enemy Act, as amended, the assets of the 
governments and nationals of Germany and Japan, and certain assets of the 
government and nationals of Italy were vested in the United States. Assets of 
the governments and nationals of Rumania, Hungary, and Bulgaria, with which the 
United States was also at war, were in general not vested, but were placed under 
control. Return of vested Italian assets was authorized by the Congress at the 
time that an agreement was executed between the United States and Italy 
dated August 14, 1947), which provided for the settlement of various problems 
arising out of the war, including claims against Italy of American nationals. 
Claims of American nationals against Rumania, Bulgaria, and Hungary, arising 
our of the war or out of nationalization of property have not been settled. 
Recommendations regarding these claims and the assets of those countries in the 
United States are being sent to the Congress separately by the Bureau of the 
Budget. 

In the view of the above, I will confine my comments in this letter to the vested 
German and Japanese assets. Although nearly all assets in the United States 
of the governments and nationals of these countries have been vested, only part 
of them have been liquidated. Exact values are difficult to estimate, but the 
Department understands that approximately $60 million of property have been 
vested as being of Japanese ownership and $450 million as being of German 
ownership. The finding of enemy ownership has been contested in the case of 
important properties of substantial value, and the total amount of money which 
may ultimately be realized from the vesting program is uncertain. However, 
$225 million of enemy assets have been liquidated and authorized for payment 
or paid into the war claims fund pursuant to existing legislation. 

Under the War Claims Act of 1948, Congress has provided for the payment of 
certain types of claims arising out of the war, principally those for personal injury 
of prisoners of war and civilian internees. Other war claims have been studied 
by the War Claims Commission and are dealt with in the two reports of the 
Commission of May 3, 1950, and January 16, 1953, which have been submitted 
to the Congress. The claims which have thus far been authorized to be paid 
have been predominantly against Japan, although as is obvious from the relative 
magnitude of the assets vested from Japan and Germany, the source of funds has 
been predominantly German in origin. In fact, the total claims which are 
estimated to be payable under the War Claims Act of 1948 against Japan ($130 
million) greatly exceed the total value of vested Japanese assets. It follows that 
German assets have been used to an important extent for the payment of claims 
against Japan and that any further claims to be paid from the war claims fund 
would be almost exclusively from this source. 

In addition to the bill to which I have referred, a number of other bills have 
been introduced in the Congress, some of which would provide for the return of 
particular categories of German and Japanese assets, while others would provide 
for the payment of particular categories of claims from the war claims fund. 
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These bills therefore all represent alternative uses of the funds remaining in the 
possession of the Government as a result of the vesting of German and Japanese 
assets. The Department believes that it would be appropriate for the Congress 
to review the question of the disposition of these assets as a whole and to lay 
down a general policy with respect to the disposition of these assets. In this 
connection, it desires to submit the following general comments. 

There are no foreign-policy objections to the return of former enemy assets, or 
the proceeds of their liquidation, as proposed in S. 3423. Any return which the 
Congress may see fit to make of assets vested from private individuals and corpo- 
rations would be consistent with the respect which the United States has tra- 
ditionally accorded to private property as a general policy and with the practice 
which has been followed after other wars. The return of such assets would of 
course be welcomed by the countries concerned. However, it appears from the 
terms of 8S. 3423 and from the fact that a significant amount of assets has already 
been liquidated and disposed of that appropriations would be required to imple- 
ment the policy proposed in the bill. The amount of appropriations required 
either from a complete return of German and Japanese assets or for any measure 
of partial return has not been estimated. In the circumstances, the Department 
does not feel that it is in a position to endorse any specific proposal for return at 
this time 

In adopting a policy on this subject, the Congress should take into account the 
fact that there are unsatisfied claims of American nationals against Germany 
and Japan. The nature of these claims is indicated in the reports of the War 
Claims Commission. In this connection, the Department wishes to go on record 
as being firmly opposed to any further use of former German assets for the pur- 
pose of satisfying claims against countries other than Germany. 

If the Congress should see fit to provide for a partial rather than full return 
of vested properties or their proceeds, the Department believes that preference 
should be given to small property holdings, which would particularly benefit 
individuals who had life insurance policies, pensions, interests in estates, social 
security benefits, bank accounts and real property holdings and would spread 
the benefits of a return widely among the former owners of the assets. 

Regardless of what policy is followed with respect to vested assets in general, 
the Department believes that the return of vested trade-marks and copyrights is 
particularly desirable. At the request of the Department, the Office of Alien 
Property on December 19, 1952, released from blocking German and Japanese 
trade-marks which had not previously been vested. However, it continues to 
hold about 400 vested trade-marks and 500,000 vested copyrights which cannot 
be released without new enabling legislation. Particularly in the case of Ger- 
many, the trade-marks are important to export trade with the United States, and 
return of copyrights would eliminate a point of friction in our cultural relations. 

With respect to governmental property, which is excluded from the scope of 
the bill, it may be noted that American practice prior to World War II has been 
to respect property of a diplomatic character. The treaty of peace with Japan 
specifically excepts diplomatic and consular property from the right of seizure 
of Japanese assets granted to the Allied Powers. In this connection, the Depart- 
ment is aware of the fact that a bill, S. 1573, has recently been passed by the 
Senate which would provide for the payment of $300,000 to the Federal Republic 
of Germany for the construction of a new Embassy in Washington in lieu of the 
former German Embassy which has been vested and sold. It should also be 
noted that in the case of Italy previous legislation providing for the return of 
Italian assets did not exclude governmental property from the return. (It 
may in fact, be necessary to reconcile the provisions of this bill with such previous 
legislation.) 

In the event that the Congress should see fit to provide for return of German 
and Japanese assets, it may be appropriate to work out some of the terms and 
conditions with the governments of the Federal Republic and of Japan. Nego- 
tiations would also probably be required with other governments with which 
the United States has concluded agreements for the resolution of intercustodial 
conflicts. There are various other practical and technical problems involved in 
a policy of return, a number of which are raised by the bill under reference. The 
Department believes that these aspects of the question can be best considered 
once a general policy is determined and would be pleased to submit its comments 
on them at a later date. 

I am sending a similar letter to Senator Langer, chairman of the Committee 
on the Judiciary, who has also requested my comments. 
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I have been informed by the Bureau of the Budget that there is no objection 
to the submission of this report. 
Sincerely yours, 
JoHN Foster DULLEs. 


Senator Dirksen. Mr. Rosden. 


STATEMENT OF GEORGE ERIC ROSDEN, ATTORNEY. 
WASHINGTON, D. C. 


Senator Dirksen. Will you proceed, Mr. Rosden, and identify 
yourself for the record, and try to skeletonize your testimony and still 
not lose its force? 

Mr. Rospren. My name is George Eric Rosden. I am a practicing 
member of the bar of the District of Columbia, specializing somewhat 
in alien property. I have stated my affirmative position as to this kind 
of legislation on July 22, 1953, before this subcommittee. Today, 
[I should like to restrict my statement to a number of technical aspects 
of this bill. 

The bill contemplates return to the holder of record. If a German 
had a holding company in the Netherlands, for instance, and the 
funds of this holding company in the United States of America were 
vested as tainted with a German interest, return would be made to the 
holding company. Title in the holding company, however, has pre- 
sumably been vested by the Dutch Government long since. Result: 
Return would take place to the holding company, that is, the Dutch 
Government, not to the real owner. 

The same situation would prevail where a German had funds in the 
United States on an account of a Dutch, French, or Belgian bank. 
In agreements made with our allies, rules as to the treatment of bene- 
ficial interests have been established. 

I refer specifically to article 28 of the agreement relating to the 
resolution of conflicting claims to German enemy assets which is State 
Department Document 6954-47: 

Property which is held for the benefit of a German enemy by any individual 
or body of persons, corporate or unincorporate, as a cloak, nominee, agent, trustee, 
or in any other capacity, shall be regarded as directly owned by that German 
enemy. 

The question of recognizing any interest which the holder of such property 
may claim therein shall not be prejudiced by the foregoing but shall be resolved 
in each case by negotiation between the parties concerned. 

Unfortunately, this agreement could not govern these cases for after 
return by the United States there would no longer be room for a se- 
questration conflict. Thus, in order to prevent miscarriage of justice 
resulting in windfalls to other governments, it will be necessary either 
to return to beneficial owners directly in such cases or to defer such 
returns until such time when appropriate agreements have been reached 
with the foreign governments involved. 

As far as amending the act in this regard is concerned, I should like 
to say that I adopt the language quoted by Mr. Nairn in yesterday’s 
hearing, with a slight change that I shall discuss later with the staff. 

In cases where a claimant has filed suit under section 9 (a) of the 
act and has finally failed with such suit, it would be obvious to me 
that such final judgment should not make him ineligible for a return 
as a matter of grace under section 40. This conclusion seems to follow 
clearly from the proviso of subsection 40 (e). Nevertheless, I should 
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like to suggest that this conclusion be mentioned in the report so as 
to show the legislative intent. 

Pursuant to section 40 (a), page 2, line 22, return to persons who 
have been or are domiciled in certain territories under Communist 
rule are excluded. Since the bill was written, additional territories 
have come under Communist rule. Therefore, I suggest that the fol- 
lowing words be added on page 2, line 24, after the words ‘Soviet 
Union,” to wit: 
or other Communist-dominated countries. 


I further suggest that the terms “Russian Zone of Occupation of 
Germany”, “Russian Zone of Occupation of Austria’, and “other 
Communist-dominated countries’? should be defined. I shall return 
to this point later. 

Pursuant to section 40 (a) of this bill, page 2, line 25, and page 3, 
line 1, persons convicted of war crimes are to be excluded from return. 
That is as it should be. But it seems to me that conviction by any 
court of competent jurisdiction should be sufficient and not only 
conviction by an Allied tribunal or German denazification court. It 
is suggested, therefore, that in section 40 (a) on page 2, line 25, to 
page 3, line 1, the words “by Allied occupation tribunals or by German 
denazification courts” be eliminated. 

I should like to suggest various definitions in an added subsection 
40 (g) which are contained in my statement. I shall skip them for 
the moment in order to save time. 

Senator Dirksen. Yes. 

Mr. Rospen. This bill would return alien property as a matter of 
grace, without an attempt to eliminate the possibility of suit as a 
matter of law pursuant to section 9 (a) of the act. This bill also 
contains special rules as to creditors which differ from section 34 of 
the act. 

The question might arise whether section 40 (f) is intended to repeal 
section 34. As I see it, section 40 provides for returns as a matter of 
grace only, as distinct from returns as a matter of law as regulated by 
section 9 (a), and also differs from returns as of grace pursuant to 
section 32. Where the return is made pursuant to section 40, the 
relief for creditors is regulated by section 40 (f) only, while in cases of 
returns pursuant to sections 9 (a) or 32 of the act, the provisions of 
section 34 would continue to govern the rights of creditors. The 
legislative intent in this regard I believe should be stated. 

The question has been raised whether property of former enemy 
governments should be treated differently than the property of private 
persons. 

While the taking of private property has always been considered 
contrary to the American concept of the sanctity of property, it has 

always been a matter of both law and concepts of international 
morality that the property of a foreign government, other than 
diplomatic property if that government is at war with this country, is 
subject to confiscation. 

Thus, there is a very substantial reason for different treatment of 
the two groups of property interests. 

Colonel Townsend, the Director of the Office of Alien Property, 

yesterday raised the. question of windfalls by virtue of increase in 
value of foreign holdings during the time of administration by the 
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Office of Alien Property. In other words, he recited instances where 

vested business enterprises by the Office of Alien Property, and he 
feels that that is one reason why return should not be made, because 
such returns would grant windfall profits to the returnees. I am 
afraid I have to differ with this entire concept. 

In the first place, just as Colonel Townsend could cite a number of 
cases where values have increased, I can cite cases where values have 
been all but destroyed and have certainly enormously decreased, be it 
by whatever circumstances such results occurred. 

I should only like to refer to the case of Mrs. Hammer whose 30 
percent interest in a closely held family corporation was sold far below 
its valuation. In fact, I can say that in almost all cases where the 
interests were of a corporate nature and were closely held, sale of any 
part of such holdings resulted in enormous losses. 

In making this statement I should like to make it clear that I am 
in no way trying to impugn the motives or the conduct of the Office 
of Alien Property in effectuating such sales, for it is clear that a mi- 
nority interest in a closely held corporation would rarely find an ade- 
quate market anyhow. But, in view of the fact that we are not 
concerned here with the reasons why, but only with the facts as they 
appear on the record, I must state that there were many cases where 
the vesting and consequent liquidation brought about extreme losses 
rather than gains. I venture to say that such cases are by far in the 
majority. 

A second point has already been made. The inherent gold value 
of the dollar has suffered a very substantial decrease since 1939 and 
industrial values have normally shown a comparative increase in 
dollar valuation. 

I might add here that I seem to remember that in hearings held 
before the subcommittee in July of Jast year, a representative of the 
Office of Alien Property stated upon a question that a raise in the 
valuation of vested properties in the same categories, was less than 
the raise in comparable values of other numbers of properties. 

Further, it must not be forgotten that the corporations in question 
did not pay out their normal dividends for a period of almost 15 years 
and instead accumulated these dividends so that they now appear 
as part of the net worth. 

And finally, we might wel] consider the fact that there is more to 
the value of an enterprise than the excess of its assets over its liabilities. 
I doubt whether these features of good will and inherent value have 
always been considered in the figures of the Office of Alien Property 
which Office was normally concerned with determining liquidation 
values rather than inherent values. 

Let me say in conclusion on this point that I see no earthly reason, 
either in law or in equity, why return should not be made without 
regard to increases or decreases in value. And let me further state 
that I cannot conceive of any method that would be equitable, accept- 
able to both sides, and in keeping with our basic principles, by which 
we could retain substantial parts of vested property on the grounds of 
its increase in value. Certainly, this argumentation cannot be used 
for the purpose of possibly bringing about a change in majority rule 
of a company. 

May I be permitted to conclude with a more general thought for 
the expression of which there was no possibility in the past: 
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It is common knowledge that the German Government is plagued 
by attacks because of its orientation toward the West, and particu- 
larly because of its active cooperation with American international 
policy vy. Recently, these attacks have been intensified because of the 
interminable delays in making Germany a partner in the European 
Defense Community. 

Although these delays are not caused by the United States, the 
allegation is made again and again that the United States is inactive 
and is paying only lip service to Germany while in fact not having any 
intention of really making Germany a full-fledged partner of the BDC. 
These attacks are being utilized by our potential mutual enemies. 

Enactment of this bill would be of inestimable value in our relations 
with Germany, besides being of substantial help to the German 
Government for it would substantiate our intentions toward Germany, 
at small cost, and constitute a substantial counterweight against the 
French delay s. 

Let us not forget that Germany is to provide 12 divisions. If we 
would have to provide those divisions in their stead, each one of them 
would cost us $300 million to establish. 

In fact, the passage of this bill would provide the German Govern- 
ment with all the ammunition it needs against those who would pro- 
mote a German-Russian alliance, while its defeat or failure to pass 
would provide the proponents of German-Russian rapproc ment 
with their best weapon yet, a weapon that they would call clear evi- 
dence of the United States lack of intention to consider Ge uae a 
full ally 

Mr. Chairman, I would like to answer one more point that has 
come up in today’s hearings and that is the question of constitu- 
tionality of returns. I believe it is section 12 of the Trading With 
the Enemy Act that contains a specific authorization that it is up to 
Congress to determine what is to happen with this vested property 
after the war. It is this specific authorization that makes any ques- 
tion as to the constitutionality of any such return unnecessary. 

Thank you, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Rosden. 

(Section 5 of Mr. Rosden’s prepared statement is as follows:) 

5. Various definitions are desirable: 

What is deemed to constitute the Russian zones of occupation of Germany 
and Austria should be defined in view of the peculiar situation of Berlin and Vienna. 
w Also, the term “other Communist-dominated countries’? requires definition, 
so that countries like the Communist-oecupied parts of Indochina or Korea be 
included, while a short Communist rule in Guatemala should not exclude Guate- 
malan residents after such rule is terminated. Finally, it is necessary to define 
the term “‘conviected of war crimes.”’ German Nazi organizations were convicted 
incumulo. It is not the intention of this legislation to rule out every member of 
such organization whose only blame may have been that he did become a member 
and paid dues. In order to provide for these definitions, I suggest that a sub- 
section (g) be added to section 40 on page 8, after line 16, and that such subsection 
should read as follows: 

‘The Russian zone of occupation of Germany” shall be deemed to be composed 
of that part of Germany that is presently called the Soviet zone of occupation, 
and the Russian sector of Berlin. 

‘The Russian zone of occupation of Austria’’ shall include the entire Russian 
zone of occupation of that countrv and that part of Vienna that is located in the 
Russian Zone, but shall exclude the international district of Vienna, also known 
as Vienna District 1, as well as those parts of Vienna which are occupied by the 
Western Allies. 

“Other Communist-dominated countries” shall be deemed to mean any country 
or part thereof that was actively governed by Communist civilians or occupied 
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by Communist forces either on January 1, 1954, or at any time thereafter prior 
to the return of the property, if such country or part thereof is still so governed 
or occupied at the time of the return of such property. 

“Convicted of war crimes’? shall mean any person who has been convicted 
personally and by name of murder, ill-treatment or deportation for slave labor, 
of prisoners of war, political opponents, hostages, or civilian population in occu- 
pied territories, or of murder or ill-treatment of military or naval persons after or 
at surrender, or of plunder or wanton destruction without justified military 
necessity. 

Senator Dirksen. I think Mr. Smithey has one question to ask. 

Mr. SmirHey. Only one, Mr. Chairman. 

It relates to the reference which you made in your statement to the 
absence in the bill of any repeal of section 34 of the Trading With the 
Enemy Act. 

If there were a provision inserted repealing section 34, that would 
deprive persons in the United States, debt claimants, of a right to 
assert their debt claim against that property which is still to be held 
under this bill; is that true, sir? 

Mr. Rospren. In my opinion, it would deprive them of all possibility 
to recover in cases where they pursue their recovery under section 
9 (a) or 32. 

Mr. Surruey. I had specific reference to 34 in mind. 

Mr. Rospen. Thirty-four is the debt-claim section. If the debt- 
claim section would be specifically abolished, then 40 (f) would 
presumably only cover returns as of grace. So that there would be no 
protection for creditors at all if the claimant pursues his claims pur- 
suant to 9 (a), or 32. 

Mr. Smiruey. I am speaking specifically about the rights of a debt 
claimant against the property retained. If 34 were to be repealed by 
this bill, they would lose their rights against that property; would 
they not? 

Mr. Rospren. They certainly would. 

Mr. Smirnny. Thank you. 

That is all, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Rosden. 

Mr. Rospen. Thank you. 

Senator Dirksen. Mr. Wilson, I have a small matter before you 
testify. 

My attention was directed to a paper that was prepared for the 
International Bar Association, which will be presented this month at 
the Fifth International Conference of the Legal Profession, at Monaco. 
This was prepared by Mr. William Harvey Reeves. 


SUPPLEMENTAL STATEMENT OF WILLIAM HARVEY REEVES, 
MEMBER, NEW YORK BAR 


Senator Drrxsen. Mr. Reeves, you testified yesterday. Offhand, 
I would say this looks like a rather scholarly document and well- 
documented. There is a good deal of material in it that would have 
some bearing, I think, on the deliberations of the committee. Would 
there be any objection if we incorporated this in the record? 

Mr. Reeves. Senator, when I was here yesterday I was testifying 
solely to one of the technical aspects of the bill. 

Senator Dirksen. That I know. 
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Mr. Reeves. As I indicated, both in academic interest and also as 
a lawyer in the firm who has an international business and does, of 
course, represent some German clients, I have these two interests. 

This, I think, is probably the third speech I have given on this same 
subject. This was prepared, or at least I started work on this, back 
last December. .A speech given in 1952, to the same international bar, 
was largely on the same subject. 

I had not been asked yesterday to testify concerning policies of the 
matter here. However, I am interested in policies, and I heartily 
support the policies as expressed in this bill. 

It occurred to me those policies have been set forth in this speech, 
and I would be glad to submit it and perhaps leave to the discretion of 
counsel as to how much of it would be relevant to the work of this 
committee to be added as an appendix to my testimony of yesterday, 
if that is agreeable to this committee. 

Senator Dirksen. Thank you, Mr. Reeves. It would appear to 
me that this might be excellent information to have available for those 
who have an interest in this matter. 

So if there would be no objection on your part—and I take it from 
the date hereon that this is to be presented this month 

Mr. Reeves. Yes, Senator. The situation is this: About 3 weeks 
ago, some 600 copies were distributed to the delegates who are coming 
from various parts of the world tg this convention. The speech will 
be given on the 20th of this month, 3 weeks from now. But I see no 
impropriety, in view of the fact that all of the delegates now have 
copies of this, that it should not be presented to this committee. 

Senator Dirksen. Thank you, sir. It will be made a part of the 
record, and insofar as possible, to follow the remarks that you made on 
yesterday 

Mr. Reeves. Thank you, Senator. 

The document referred to is as follows:) 

PRIVATE FOREIGN CAPITAL AND UNITED States Pouicy: Is CONFISCATION OF 
ENEMY ASSETS IN THE NATIONAL INTEREST? 


(By William Harvey Reeves*) 


Prepared for the International Bar Association, the Fifth International 
Conference of the Legal Profession, Monaco, July 19-24, 1954 


There was atime when the United States was an underdeveloped country. It 
had vast economic resources but no capital with which to develop them, Its 
Government, formed from the Revolutionary League of Independent States, had 
insufficient funds to function. Slavery was a dominant economic system in a 
part of the country, and in the rest, large portions of the populavion lived at a 
subsistence level. To establish the infant Government; to finance its necessary 
institutions and to exploit economic resources, foreign funds were wanted. Eco- 
nomic opportunity for these foreign funds was the speculative inducement, and 
the collateral was hope and faith. From that beginning until now, foreign funds 
in the United States have been at all times an important part of its economy. 
They helped to turn that underdeveloped country into the highly developed coun- 
trv we know. 

Now after World War II, for the first time in the Nation’s history, we have 
experimented with a new theory in the treatment of private foreign funds within 
the United States. We have made them nationalized assets of the country of 
origin, not private investments of persons of foreign nationality. Some of these 
funds we have confiscated, although the owners broke no law. We have con- 
demned property to forfeiture as enemy assets. 


* Member of the New York Bar 
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It is the part of statesmanship to determine if we can thus afford to change our 
policies. What effect has this had upon our position inthe world? The postwar 
record is now sufficiently written to show that this new policy is not profitable, 
and by it we have dealt a severe blow to our prestige and to the safety of our own 
foreign investments in the postwar world. Our self-interest now commands a 
return to inviolability in peace and in war of all private foreign funds within the 
United States. 

A great legal thinker wisely, yet cryptically, once observed: ‘‘Historic continuity 
with the past is not a duty, it is only a necessity.’’! A survey of the role of foreign 
funds within the United States may well commence our inquiry. For this, we 
begin at the beginning. 


I, FOREIGN CAPITAL IN THE GROWTH OF THE UNITED STATES, 1789-1914: DEVELOP- 
MENT FROM NATION DEPENDENT ON FOREIGN FUNDS TO NATION EXPORTING 
CAPITAL, 


The birth of our Nation was not auspicious. After 5 unhappy postwar 
years, our unity was precarious, our availabie national wealth small. Many 
expected failure. The principles of this new Nation were important, so the 
intangibles may be considered first. Freedom of commerce was the economic 
viewpoint for matters outside of the country. Within the country, except for the 
slaves, there was freedom of speech, freedom of contract, freedom * * *, The 
attitude toward international relations was well expressed by John Adams just 
at the time the colonies won their independence. His statement today seems 
strangely archaic, yet as modern as yesterday’s headlines: 

“The United States of America have propagated far and wide in Europe the 
ideas of the liberty of navigation and commerce. The powers of Europe, however, 
cannot agree, as yet, in adopting them in their full extent. Each one desires to 
maintain the exclusive dominion of some particular sea or river, and yet to enjoy 
the liberty of navigating all others. Great Britain wishes to preserve the exclu- 
sive dominion of the British seas, and, at the same time, to obtain of the Dutch a 
free navigation of all the seas in the East Indies. France has contended for the 
free use of the British and American seas; * * * Russia aims at the free naviga- 
tion of the Black Sea, the Danube, and the passage by the Dardenelles, vet she 
contends that the nations which border on the Baltic have a right to control the 
navigation of it * * *, France and Spain, too, begin to talk of an exclusive 
dominion of the Mediterranean, and of excluding Russia from it. For my own 
part, I think nature wiser than all the courts and estates in the world, and, there- 
fore, I wish all her seas and rivers upon the whole globe free.’’ ? 

Sir William Blackstone, though lately an enemy, was, through his book, the 
lawgiver for the new state and with the system of law was ».dopted the econcmic 
thesis he espoused—the doctrine of laissez-faire, and this was the law of the land 
in theory and practice. 

Within 6 years from the date of the independence of the colonies, the basic 
tenets of the new Republic were adopted. These determined whether this 
Nation would long endure. The form of government, under the Revolutionaries 
who had won their independence set up their state, was that of a democracy, a 
form of government which at this time was an ideal rather than a practical 
administration. The very Blackstone whose legal principles were called upon 
to support the democracy had, in patronizing words, described the principal 
attributes: 

“In a democracy, where the right of making laws resides in the people at large, 
public virtue, or goodness of intention, is more likely to be found, than either of 
the other qualities of government. Popular assemblies are frequently foolish in 
their contrivance, and weak in their execution; but generally mean to do the 


thing that is right and just, and have always a degree of patriotism or public 
spirit,.* * #3 


1 Oliver Wendell Holmes, “‘Learning and Science’’, Collected Legal Papers, Harcourt, Brace & Co 
1921, p. 139 

? Cf. this statement (John Adams, 1873; quoted in Louise Fargo Brown, The Freedom of the Seas, FE. P 
Dutton & Oo., 1919, p. 85) with Report by President Truman, August 9, 1945, on the Berlin Conference, 
quoted from a bulletin of the State Department containing a collection of documents entitled ‘‘the Axis in 
Defeat,’’ p. 20: 

“One of the persistent causes for wars in Europe in the last two centuries has been the selfish control of the 
waterways of Europe. I mean the Danube, the Black Sea Straits, the Rhine, the Kiel Canal, and all the 
nland waterways of Europe which border on two or more states. 

The United States proposed at Berlin that there be free and unrestricted navigation of these inland water- 
ways: ¢ °:9,” 

’ William Blackstone, Commentaries on the Laws of England (Sharswood ed.), vol. I, George W. 
Childs, 1866, p. 49. 
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Having set up a frame of government, the separate States, now reunited as a 
Nation under a constitution but continuing the name ‘‘The United States of 
America’”’, which they had collectively adopted during the war, proceeded to 
put the national economic house in order. The debts of the several States were 
assumed by the Federal Government and this undertaking became the first 


grovernmental financial operation. The amount was $30,800,000,! a large project 
vhich was successfully absorbed domestically. The continued market quotations 


of these bonds both reflected and supported the credit of the young state. But 
the offered bonds would not have remained in such high favor, and, in addition, 
subsequent private financing immediately necessary might not even have been 
possible except for the entrance into the American market of foreign funds.) 
1791 Pop ation, 3,921,326: national debt, $75,463,476.52.' 

By 1803, less than 15 years later, and in spite of some preoccupation with con- 
tinental wars, $32 million of American obligations were held abroad.’ Foreign 
investment was heavy in and made possible the success of the first United States 
bank; and before its charter expired in 1811, 20 years from its founding, 7 of the 
$10 million of its capital shares were owned abroad, mostly in England.§ 

At a very early date, the Dutch had invested in canal enterprises in Connecticut 
and in manufacturing establishments in New Jersey. With different self-interest, 
the French had loaned funds to the struggling colonies, and the Government had 
advanced direct military aid, but with the Revolution followed by the Napoleonic 
the French people were not heavy investors in the early United States. 

ent from the German states began later, but at a time well before the 
‘ation of that country.® 
lhe War of 1812 interrupted the logical growth of the country and the young 
» experienced its first international war and its first efforts in economic 
warfare The warring continental powers had each desired the trade of the 
neutral America and had wished to deny that trade to others.!° Interference with 
its ships was severe and it, in turn, sought by the Embargo and Non-Intercourse 
Act to force or induce these warring powers to recognize its right to trade. The 
d counter-moves first brought the United States into conflict with 








f hough this was never recognized as a war, and then into a declared war 

I land. The effect of stifling of trade, both by the acts of the belligerents 
and by the measures taken in the United States, left a deeper mark on the young 
g ic than the acts of the hostile army on its soil, which included the burning 
ington, The value of the ships seized by the hostile navy was but an 





inconsiderable part of the national losses. 1810: Population, 7,239,881; national 
debt, $53,173,217.52 

After the War of 1812 had had its disastrous effect upon the finances of the 
country, pushing the young nation into the only default on its bonds which has 
ever occurred,!! the second United States bank was formed to restore financial 
order. This bank, as its predecessor, was largely financed by foreigners, but after 
20 vears of successful operation, enthusiasm for developing new lands toward the 
West and expansion of trade generally outran sound financing; and in the resulting 
hostility against the United States bank, a congressional investigating committee 
was set up to determine whether its charter should be renewed. This committee 
found many reasons against it and few for continuing it. Among the excuses why 
the charter should not be extended, the committee found that one-half of the bank’s 
stock was held by foreigners; still worse, it found, in horror or perhaps in gratifica- 
tion in having so cogent an argument, that among these foreign stockholders, 

428th Congress, Ist sess., Executive Document 15, p. 120. 

5 Bonds representing the national debt were the only securities then available. Shortly after their issu- 
vy began to be bought for foreign account Actual negotiations for foreign loans were not continued 
by the new government. The stock of banks next made its appearance and bank stock and bonds of the 

lebt were the only available portfolio investments for the first few years. 
ction is made in this brief survey between portfolio and direct investment or foreign funds in 
the bill ket or call-loan market. 

ulation figures from the national census. National debt figures from Statistical Abstract of the 
United States, 1953, and National Debts of the World, November 1902. O.P. Austin, The North American 
Review, November 1902 

7 Margaret Myers, The New York Money Market, vol. I, Columbia University Press, 1931, p. 19. 

® Isaac Lippincott, Economic Development of the United States, Appleton, 1921, pp. 124, 218. 

® For example, article X XIII of the treaty of 1799 between the United States and Prussia contemplated 
the presence in the United States of Prussian merchants and guaranteed them the right in case of war to 
collect their debts and depart with their effects (capital) (8 Stat. 174; 2 Malloy, Treaties, Conventions, etc. 
Between the United States and Other Powers (1910) 1484). Similar provisions appeared in other treaties. 
(See »ost, p. 9, footnote 19). 

® Of. causes of War of 1812 with (a) America’s neutral position in the early part of World War I and trade 
with the Triple Entente; and (6) demands made by the Allies in World War II regarding trade of neutrals. 

1 Paul Studensky and Herman E. Kross, Financial History of the United States, McGraw-Hill Book 
Co., Inc., 1952, pp. 79, 80 
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42 actually had titles of nobility.% Clearly, it was dangerous, if not positively 
subversive, for monarchists to have such a personal interest in the financial insti- 
tutions of democracy." Probably this reason was but a make-weight, the *““popu- 
lar news headline’”’ of the day, for the real reason for the nonextension of the charter 
of tlie bank appears to have been the conviction that it was inadequate to extend 
the volume of credit needed for the proper expansion of the westward movement 
and its very existence, by its conventional attitude toward extension of credit, pre- 
vented such financing and retarded national prosperity. Sale of public land had 
reduced the public debt in 1835 lower than it had ever been before or since 
$33,000. So, the bank was liquidated; the shares of these titled foreigners were 
converted into gold and this was boxed and sent right back to them. 

The void left by the dissolution of the conservative United States bank was 
filled to overflowing with speculative banks, and unwise policies then assumed 
made possible the land boom which soon ended in economie distress, But sounder 
financing finally prevailed; the 20-year period of depression, marked at its begin- 
ning and end by financial stringency, was over and the country stood at the eve 
of a greater test of national survival, the Civil War. Then, there was nearly a 
billion and a half of American securities of all sorts outstanding, including the 
national debt—of these, about 20 percent were held abroad. 1860: Population, 
31,443, 321; national debt, $90,873.95. 

The Civil War caused a temporary reduction in foreign investment within the 
United States. In any country torn by civil war, there is no financial security 
but peace and a more firmly united nation evolved. New foreign funds made 
possible the refunding of our swollen national debt and permitted the resumption 
of specie payment. These immediate financial problems settled, even more 
insistent became the urge to develop the West. ‘The transcontinental railroad, 
commenced during the war as a military necessity, was continued thereafter as an 
economic one and railroads north, east, south and west flourished. Financing 
was not always sound or even honest. But the economic opportunity and hope 
of great gain attracted funds so that to a considerable extent, both in this and 
later eras, it was the foreigners who built our railways; they furnished funds; 
their emigrants furnished the labor.® 1870: Population, 38,558,371; national 
debt, $2,046,455,722.39 

In 1873, prosperity was interrupted by a financial panic and economic depres- 
sion. While speculation was a serious cause of weakness in the United States 
financial position, a foreign war, to which the United States was not a party, was 
a contributing factor. 

The financial results of the Franco-Prussian War, which began in 1870, had 
worldwide effect For some time prior to the commencement of this conflict, 
the still un-united Germany was growing stronger and many of its acts were under- 
standably frightening to France which, after various alarms, declared war against 
Germany. ‘lhe wily Bismarck was not unprepared. The German armies were 
ready and immediately began their successful invasion of France. From defeated 
France was exacted as a tribute by a newly united Germany, secession of Alsace 
and Lorraine and an indemnity of 1 billion dollars in gold.'® 

To buy its freedom from the army of occupation, France, with the help of its 
private bankers, paid promptly. One feature of this financing was the sale of 
foreign investment. This sudden sale of securities and the withdrawal of foreign 
funds from the American market had a noticeably depressing effect in the United 

Secretary of the Treasury, Report on State Banks, 1839, p. 347. See also Myers, ibid., p. 20 

Cf. this fear with similar concern at German investment in American chemical industry, World Wars I 
anc pr, 29-32, post 
o " tt is ditieatt to ascertain exact figures of foreign investment in the United States at any particular date 
in the early part of the 19th century. The amount of foreign investment was about $240 million in 1857, rose 
to about $400 million in 1860, dropped sharply during the Civil War, rose rapidly thereafter until in 1869 it 
was believed to be about $1 billion. The 20 percent proportion in 1860 mentioned above is believed to be 
a conservative estimate (Myers, ibid., pp. 36f, 289 

5 Myers, ibid. (pp. 289; 32-34, 290-293). In 1838 of the Camden and Amboy Ry. was sold in England, 
followed by sales of the stock in the Lehigh, Harrisburg, and Lancaster, and the Reading. A little later, 
financing was secured in England for the Illinois Ry., the Frie and the Pennsylvania. The Atlantic RR. 
and the Great Western were in the beginning almost entirely English owned, and the Illinois about three- 
fourths soowned. German investors had majority interests in the Northern Pacific. Foreign funds were 
invested in other railroads in varying amounts 

16 The word “billion” is a different figure in the United States from that in England or France. There, 
the word is used for the figure which, in America, is called “trillion.’’ In the French, for example— 

Mille—1,000, 
Million—thousand “mille,” 
Milliard—thousand ‘million’ (American billion). 


Billiard—thousand ‘‘millard”’ (American trillion). 
The word “‘billion”’ is used throughout in the American sense, 
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States, increasing the evidences of weakness in the economic structure.” For 
these reasons, among others, came the panic. This panic, adding to the difficulties 
not yet wholly overcome from its own Civil War less than a decade before, pro- 
longed and intensified the period of adjustment. In spite of heavy increase of 
foreign funds, largely for railroads in the eighties,'* hard times continued until the 
middle of the nineties when rising prices, greater amalgamation of capital, and 
increased development of communications laid the basis for national prosperity 
and the emergence of America as a world power. 1890: Population, 62,947,714; 
national debt, $8,725,313,110. 

This was the beginning of the era of “big business” which while creating prob- 
lems of governmental policy, nevertheless led to substantial increases in national 
wealth, with only two short periods of faltering up to the First World War. It was 
during this period that the United States first began to export capital in any 
significant amounts, although it still remained a debtor nation until World War I. 
1910: Population, 91,972,266; National debt, $1,146,939,940. 

Up until this time, there had never been any serious question as to the treatment 
of private foreign property within the United States. This does not mean that 
the question of confiscating enemy property had not been considered—it has been, 
from the time of Alexander Hamilton, first Secretary of the Treasury.'!® Many 
statements can be found reiterating that confiscation of private foreign funds has 
never been and should not be the policy of the United States.”° 


il rut rREATMENT OF GERMAN PROPERTY DURING AND AFTER WORLD WAR I: 
CHANGE IN WORLD POSITION OF THE UNITED STATES FROM DEBTOR NATION TO 
CREDITOR NATION; MORE CAPITAL EXPORTED THAN IMPORTED 


Che First World War was a far more disturbing experience than might have 
been expected from the relatively short duration of America’s participation. The 
conflict which commenced on July 28, 1914, by the declaration of war on Servia 
by Austria, was, as far as the United States was concerned, a foreign war in which 
it had only a neutral interest until April, 1917. It ended a year from the following 
Nove mber. 

he United States was, in many respects, unprepared for this war. Its Navy 
could, of course, be committed promptly, and was. But its Army was relatively 

nall and there was no ¢ itize ns’ army presently in training other than the National 
Gann The mighty work of preparation, the building of camps, the drafting of 
young men and their training was commenced, the results of which had only begun 
to represent the potential might of the United States when the warended. From 
a national standpoint, our casualties were but few and our cost in terms of dollars 
now seems very little. 

In that phase now termed ‘‘economic warfare,’’ too, we were not prepared. 
At the commencement of the war and until October 1917, there was no such thing 
as a Trading With the Enemy Act, although, of course, trading with an enemy 
has been recognized as unlawful for hundreds of years. A code of procedure for 
enemy property during the war was established by the act.*! 

The history of these private enemy funds can be dealt with here only in the 
broadest strokes. Title to German property was transferred to the United States 
through an Alien Property Custodian created by the act of Congress. This 
property for the most part was held for a period of several years after the war, 
when about 1923 any holdings of less than $10,000 and the first $10,000 of any 
holdings greater than that amount were returned to the owners.” 

With the agreement by Germany in the war claims settlements of 1928, 80 
percent of the remaining German property was returned. Twenty percent was 
held as collateral for promises by Germany to pay for American claims and the 
costs of the army of occupation. Upon the fulfillment of these obligations, this, 
too, was to be returned.*? These amounts were fixed in reichmarks valued at 
approximately 40 cents. Germany made no payments after 1933. The annual 
report of the Secretary of the Treasury of the United States for 1943 shows that the 


? Victor Bonnet, Two Essays on the Payment of the Indemnity and the Management of the Currency 
since the German War 1870-74, translated from the Revue des Deux Mondes, D. Appleton, N. Y. 

* See footnote 15, supra. 

‘® Alexander Hamilton, in defense of article X of the Jay Treaty of 1794 (Works of Alerander Hamilton 
[L odg ze’s edition], vol. V, pp. 412 et seq.) wrote as follows: 

‘No powers of language at my command can express the abhorrence I feel at the idea of violating the prop- 
erty of individuals, which in an authorized intercourse in time of peace has been confided to the faith of our 
Government and laws, on account of controversy between nation and nation. In my view, every moral 
and every political sense unite to consign it to exceration.”’ 

20 Also see post, p. 26f. for similar statement by Cordell Hull. 

1 Trading With the Enemy Act of October 6, 1917 (40 Stat. 415 (1917)) 
% Winslow Act, March 4, 1923 (42 Stat. 1510). 

%3 Settlement of War Claims Act, March 10, 1928 (45 Stat. 254). 
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remaining German private property is held as collateral for the German Govern- 
ment obligation of $1,297,863,229. (The accumulated interest included in this 
figure makes the present debt greater in amount that the original obligation in 
spite of payments.) 

The financial position of Germany after the First World War was a curious one. 
Nations other than the United States imposed reparations on Germany and the 
United States asked for compensation for damage to American citizens and for the 
cost of the army of occupation. While it may seem incredible, it is impossible to 
say how much Germany paid on reparations from 1918 to 1924, for as a Govern- 
ment report on the subject has said: 

“Complete information showing the total amount of reparations that Germany 
has paid under the Treaty of Versailles to the creditor governments is not avail- 
able as no complete accounting was made on the reparation payments made 
prior to the adoption of the Dawes plan on September 1, 1924.” *4 

Germany could not pay further reparations and for its assistance in the debt 
funding agreement then entered into, bonds in the principal amount of $228 
million were provided, of which $110 million were issued in the United States,”® 
the rest in other countries. A new plan for reparation payment, the Young plan, 
superseded and was imposed upon the Dawes plan on May 17, 1930. Under 
the Young plan, bonds in the principal amount of $351 million were isssued; 
of these about 98 million were dollar bonds.*® 

We might have learned from this costly financing that a nation fights to financial 
exhaustion and from a defeated country, reparations can be secured only if new 
financing relieves the country so that reparation payments are not a drain on its 
economy.2?7. The next time the United States might have been careful to see 
who put the financing in; who took the reparations out.?8 

The United States ended World War I as the greatest creditor Nation in the 
world; it had entered the war still as a debtor Nation. This was due very largels 
to the repatriation of foreign funds in the United States under the requisition of 
their dollar values by the respective Governments for war purchases of American 
goods. From the end of World War I to the present, the United States Govern- 
ment and private investors from the United States have placed funds in other 
countries in greater amount than the United States has received from foreign 
investors. However, even here, the amounts before World War II were not so 
great as normally believed and at the beginning of that war, the balance was 
about 1,100 million more American funds in foreign countries than there were 
foreign funds in the United States.2* 1940: Population, 131,699,275; national 
debt, $42,971,044,000. 


If. THE TREATMENT OF GERMAN AND JAPANESE PROPERTY DURING AND AFTER 
WORLD WAR II: ADOPTION OF NEW NATIONAL POLICY BY THE UNITED STATES 
OF CONFISCATION OF ENEMY ASSETS 


On April 10, 1940, the United States, in support of its position of nonrecognition 
of aggression, for protective purposes, froze, 7. e., refused to permit transfers of 
property of nationals of Norway and Denmark which countries had been invaded 
by Germany. This invasion had commenced but 2 days before, April 8, 1940, 
and the order was retroactive to that date. The United States did this, since 
as a matter of national policy and as one of the signatories of the Kellogg Pact, 
wherein conquest as an instrument of national policv had been renounced, it must 
prevent a conquering nation from absorbing the financial assets of a conquered 
country whose nationals had placed funds for investment or for safekeeping within 
the United States. 

The extension of this freezing order to privately owned German assets was 
accomplished on June 14, 1941. Japanese assets were blocked July 26, 1941, 
retroactive to June 14, 1941. The German assets, subject to foreign-funds 


™% “Memorandum covering the World War indebtedness of foreign governments to the United States 
(1917-21), and showing the total amounts paid by Germany under the Dawes and Young plans’’ (U. S. 
Treasury Department, Fiscal Service, Bureau of Accounts, Revised July 1, 1941), p. 34. 

25 This amount issued in the United States was more than the 20 percent of German property we had 
retained as collateral. 

% See footnote 24, supra. The outstanding Young plan and Dawes plan bonds were included in the 
recent negotiations for a debt settlement with Germany. 

27 “The huge sums of reparations first fixed were gradually whittled down and eventually were paid for 
largely out of loans from Britain and the United States’’; “Patterns of Peacemaking’’, by Sir Charles K. 
Webster in Foreign Affairs, vol. 25, No. 4, p. 605 (July 1947). 

% See post, p. 18, footnote 42. Financing of Germany by the United States after World War IT and repara- 
tions taken by the U.S.8.R. Note also Japanese treaty postponed payment by Japan of reparations until 
country’s economy in more stable position. 

2” Census of Foreign-Owned Assets in the United States, GPO, 1945; Census of Amreican-Owned Assets 
in Foreign Countries, GPO, 1947, 
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control, were only half as much as in the First World War.*®° These and the 
Japanese funds were held nontransferable until, in 1948, Congress enacted section 
39 of the Trading With the Enemy Act, requiring that all assets of the nationals 
of Germany and Japan which had been vested should be retained by the United 
States and that no compensation for them should be paid. 

The actual dollar value of the property vested depends upon the date when the 
estimate is made. At the beginning of the war, there was about one-quarter of 
a billion of German assets and perhaps one-half of that amount of Japanese. 
American stocks and bonds and industrial properties rose in value with the 
increase of the price levels in the United States, so that only bank accounts or 
immediately liquidated properties remained at the dollar value when first blocked. 
However the amount actually turned over to the Treasury is, of course, the usable 
dollar value. This is as of June 30, 1952, in the amount of over 200 million.*! 
A larger amount is still held by the Office of Alien Property, subject to claim and 
in litigation. 

We have designated a certain few groups of persons, damaged in the war, to 
be benefited from these confiscated funds paid into the Treasury.*2 Now we must 
examine both the purpose and the effect of our postwar policy of confiscation. 


IV. THE UNWORKABLE REPARATIONS PROGRAM FOR GERMANY AND ITS COST TO 
rHE UNITED STATES 


The situation in regard to Germany is closer to us than that of Japan and the 
facts more readily available. Confiscation as a policy was adopted when our 
attitude toward Germany was that of a belligerent and we planned continued 
destruction even after victory. Unconditional surrender and complete occupa- 
tion of the whole country by the troops of the Allies were the unequivocal terms 
for ending the war. 

“There will be no respite for them. We will not desist for one moment until 
unconditional surrender.” 33 

With occupation, the Allies assumed complete responsibility for Germany. 
Germany—a large land mass in Central Europe; 70 million people; an integrated 
economic unit of field and farm, factory and mine; a trader in world markets with 
industrial and shipping facilities and other investments in many parts of the 
world; Germany—its destiny was in the hands of the four great powers. They 
came in retribution and to punish. 

“The Allied armies are in occupation of the whole of Germany and the German 
people have begun to atone for the terrible crimes committed under the leadership 
of those whom in the hour of their success, they openly approved and blindly 
obeyed.” %4 

The Allies planned immediate and maximum reparations: ‘‘To assess a just 
and proper burden of reparations which the German nation can pay without de- 
priving the German people of the means of subsistence at an agreed level * * *’’ 36 

This “agreed level’ was to be: ‘** * * about 50 or 55 percent of 1938 capacity. 
The standard of living contemplated would fall somewhat below that attained in 
Germany in 1932, at the bottom of the depression.” % 


It is believed that there was withdrawal of German funds in the United States between the commence- 
ment of the European war, September 1, 1939, and the freezing of German essets on June 14, 1941 
War Cleims Act, July 3, 1948 (62 Stat. 1240); War Claims Commission, Eighth Semiinnu] Report to 
the Congré 1953. 
““* * * It (War Claims Act) provided for the edjudication of certain categories of cl>ims, notably those of 
certain civilian American citizens interned in designated ares in the Pacific the ter of oper tions, of Ameri- 
nilitery personnel taken prisoner of war by the enemy, and the cl ims of certain religious org niz° tions 
lippines for reimbursement for expenditures in the Philippines in beholf of United States 
entory Report of the Wer Claims Commission,” War Cloims Arising Out of World War II, 
Letter from the War Cleims Commission, 83d Cong., Ist sess., H. Doc. No. 67, pp. 1, 2. 
Message of the President to Congress, Report on the Crimes Conference, released by the White House, 
March 1, 1945; quoted from Department of State Bulletin, vol. XII, No. 297, pp. 321-326, March 4, 1945. 

4 Tripartite Conference at Berlin, Potsdam Conference, July 17, 1945, released by the White House, 
August 2, 1945; quoted from Department of State Bulletin, vol. XIII, pp. 153-161, August 5, 1945. 

5 tement by Edwin W. Pauley, personal representetive of President Truman end head of the 
American Delegstion to the Allied Commission on Reparations which met in Moscow, released August 
30, 1945, p. 104, Department of Stete Publicstion 2423 

% Edword S. Mason, in 1945 Deputy to Assistant Secretary of State in charge of Economic Affairs, Foreign 
Affairs, vol. 24, No. 4, p. 581 (July 1946 
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No government representative of Germany or of the German people was per- 
mitted to the defeated country. Their leaders were tried as war criminals and 
many executed.*? 

The four powers each occupied a section of Germany and still do; three of 
them have cooperated in accordance with the agreement of all. In spite of 
certain abortive moves to create an autonomous nationwide government, there is, 
with the approval of three of the powers, a government for Western Germany; 
there is something else for Eastern Germany. No partition of Germany was 
intended, although that unhappily may be the result. 

Durirg the war, our bombers had sought to destroy Germany’s economic equip- 
ment; now, under terms of peace, the Allies continued to strip Germany of its 
economic equipment. 

“1, Reparation claims of the U. 8. S. R. shall be met by removals from the 
zone of Germany occupied by the U. 8S. 8. R. and from appropriate German 
external assets.* * * 


* * * * - * « 


4. In addition to the reparations to be taken by the U.S. S. R. from its own 
zone of occupation, the U. 8. S. R. shall receive additionally from the western 
zones: 

(A) 15 percent of such usable and complete industrial capital equipment, in 
the first place from the metallurgical, chemical, and machine manufacturing in- 
dustries, as is unnecessary for the German peace economy and should be removed 
from the western zones of Germany, in exchange for an equivalent value of food, 
coal, potash, zine, timber, clay products, petroleum products, and such other 
commodities as may be agreed upon. 

B) 10 percent of such industrial capital equipment as is unnecessary for the 
German peace economy and should be removed from the western zones, to be 
transferred to the Soviet Government on reparations account without payment 
or exchange of any kind in return.” *8 

As part of our economic warfare against Germany, we had sought to prevent 
any trading by Germans through the use of their private external assets. Now 
we adopted a policy of confiscation so that Germany could never again have use 
anywhere in the world of the external assets of its citizens and corporations. To 
accomplish this, each of the principal allied countries confiscated German private 
property within that country.8® Not only this, we urged all other allies to do so, 
even those allies who had contributed no troops to the war and had taken only 
nominal part in the conflict. We coerced the neutrals over their protests of 
better judgment, contrary to their views of right and even, as they claimed, in 
violation of their law as neutrals, to deliver to the Allies, German owned property 
within their borders. Thus, the plans for economic war and the plans for economic 
peace seemed to have been written by the same hands. 

“Each signatory Government shall, under such procedures as it may choose, 
hold or dispose of German enemy assets within its jurisdiction in manners designed 
to preclude their return to German ownership or control * * * 

German assets in those countries which remained neutral in the war against 
Germany shall be removed from German ownership or control and liquidated 
or disposed of = 

The Conference unanimously resolves that the countries which remained neutral 
in the war against Germany should be prevailed upon by all suitable means to 
recognize the reasons of justice and of international security policy which motivate 
the powers exercising supreme authority in Germany and the other powers par- 
ticipating in this conference in their efforts to extirpate the German holdings in 
the neutral countries.’’ *° 

In short, Germany was never again to become a world power. 


’ Tripartite Conference, op. cit., section 9 (iv) and section 5. This was evidently a policy which did not 
have the wholehearted support of Great Britain. Winston Churchill made the following practical remarks 
cone*rning this 

“The moral principles of modern civilization seem to prescribe that the leaders of a nation defeated in war 
shall be put to death by the victors. This will certainly stir them to fight to the bitter end in any future 
war, and no matter how many lives are needlessly sacrificed, it costs them no more. It is the masses of the 
people who have so little to say about the starting or ending or wars who pay the additional cost.’’ Winston 
S. Churchill, The Second World War, Triumph and Tragedy, Houghton Mifflin, Boston, 1953, p. 631 

§ Tripartite Conference, op. cif. 

3° Funds actually belonging to an enemy government itself have never enjoyed immunity, but there were 
few funds of this type available. The confiscation program here discussed was for the first time directed 
mainly against privately owned funds. 

© Conference at Paris from November 9, 1945, to December 21, 1945, agreement executed January 14, 1946, 
released by the White House, January 15, 1946; quoted from Department of State Bulletin, vol. 14, pp 
114-124, January 27, 1946 
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Almost immediately and almost unconsciously, and certainly in opposition to 
the postwar plans for Germany, and inconsistent with the official policies adopted 
by the United States, that country, with Great Britain and France, occupying 
forces, recognized their re sponsibility for the defeated country; recognized their 
duty to cease destruction and to rehabilitate. It was strange that we all had for- 
gotten the terrible fear in 1931, 1932, and 1933 that Germany might collapse, a 
fear which spurred the victorious Allies to tremendous joint efforts to rehabilitate 
Germany, not for Germany, nor even for the advantage of anyone of them, but 
for the world.*! Suddenly, we realized that an even more terrible specter would be 
the collapse of Germany now. This would mean it would become Communist and 
the whole of Germany, its industrial potentials, its military skills, would pass 
behind the Iron Curtain. We dared not let this happen. 

But no trustee or committee of creditors ever before in the history of the world 
began the rehabilitation of a bankrupt but going concern as the Allies began with 
Germany; first, by shipping away quantities of its still usable productive equip- 
ment, its fixed capital, the total amount of which had been seriously reduced by 
war, and confiscating all of its external assets—the only liquid or easily liquidated 
capital with which food and industrial supplies could be bought in the world mar- 
ket Anyone would know that these actions would make rehabilitation of a large 
industrial country slower and more costly and so it has. For this more difficult 
rehabilitation, America has supplied the capital for Western Germany in an amount 
of more than $3%% billion dollars and for Austria more than a billion dollars.‘ 


How much of this expenditure would have been unnecessary; how much more 
efficient a united rather than divided country would have been, only the most 
careful economic analysis and statistics can determine. The amount, however, is 


great and this is the price we have paid in order that we might pick up for our use 
less than a half billion of German private assets. The amount the other allies 
were encourage d to confiscate is lost both to us and to Germany for they have not 
joined with us proportionately in the great capital expenditure toward a German 
rehabilitation. 

Only the Russians have been consistent in carrying out the initially planned pol- 
icy of destruction toward Germany. Glimpses through the Iron Curtain dropped 
between the eastern and western parts of Germany seem to confirm that the 
Russian-occupied part of Germany has no existence apart from Russia or any im- 
mediate hope of attaining any. Its leaders are not freely elected. The derision 
which greeted the statements about the formation of the independent Government 
of Eastern Germany last spring indicates the incredulity of the Western World 
toward this announcement. Economic equipment of Eastern Germany has been 
carried off; standard of living is low; trade is impaired; the people are in an eco- 
nomic situation akin to servitude. 

But happily for Western Germany and aa for Europe and ourselves, the 
change of policy, somewhat belatedly, came. The ideal is now the democratic 
way of life, democratic justice, Western Germany a democracy. 

We have reversed our policy and instead of destroying we have made gifts and 
loans, and long ago stopped the destruction and exportation of capital equipment. 
Why then have we continued the policy of confiscation of Germany’s private 
funds within the United States, when, in taking this capital, we have had to pro- 
vide in return not only more than we ourselves took but more than ail our allies 
took besides? Furthermore, the continuation of this policy of confiscation still 
hampers the self-sufficiency of Germany to which we are now ple dged. We must 
reexamine the arguments which persuaded us to this economic folly; persuaded us 
to break with the traditions of the past and to tread the ephemeral path of oppor- 
tunism.** We must determine at this time whether for our own national interest 
we must even now return this confiscated property. 1950: Population, 150,697,- 
361; national debt, $257, 357, million. 


———_— 


41 See footnote 24, supra. The creditor nations of Germany voluntarily suspended the payment of the 
obligations ther om from Germany. Within this time, the “standstill” agreements came into force. 

‘The total dollar aid furnished to Western Germany by the l nited States during the postwar period 
ending June 30, 1952, is of the order of $3.3 billion Nearly all of this aid repre sents the cost of procuring and 
shipping food, industrial raw materials anc 1 the like commodities to Germany,’’ Report on Germany, Sep- 
tember 21, 1949-July 31, 1952, Office of the 8. High Commissioner for Germany, p. 49. 

Since the war, Russia has taken from is ia a billion and a quarter dollars and the United States has put a 
billion dollarsintoAustria. New York Times, April 9, 1954 

Time and space prevent detailed consideration of other enemy countries. In brief, all foreign assets 
were returned to the Italians. Assets of Hungary, Rumania, Bulgaria are still held as frozen assets but not 
confiscated. External assets of Japan were confiscated. The treaty of peace between the United States 
and Japan stated: ‘It is recognized that Japan should pay reparations to the Allied Powers for the dam- 
age and suffering caused by it during the war. Nevertheless it is also recognized that the resources of Japan 
are not presently sufficient, if it is to maintain a viable economy, to make complete reparation for all such 
damage and suffering and at the same time meet its other obligations.’”’ Ch. V, art. 14 (a), treaty of peace 
with Japan, September 1951. 
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V. ANSWERING ARGUMENTS WHICH PERSUADED THE UNITED STATES TO ADOPT A 
POLICY OF CONFISCATION 


(i) Argument—eristence of the enemys’ external assets created an opportunity to 
get a first qu ck payment on reparations 

Twice within 25 vears, Germany had disturbed the peace of the world and 
created great suffering and losses. It was a most natural feeling that the country 
whose army and navy so efficiently but in the end unsuccessfully carried out the 
ageressive purposes of the fatherland should pay for the damages caused. In 
the East, Japan, our ally in the previous war, had attacked Hawaii and carried 
the rising sun banner of empire over thousands of miles. Japan, too, should pay. 

The experience of the world with reparations from Germany after World War 
I was unfortunate; a disposition to adopt a more immediate philosophy of ‘take 
the cash and let the credit go’’ is, therefore, understandable. It was a comfortable 
doctrine of immediacy and relieved us from the necessity of consideration of 
the future. Herein lay our greatest mistake, for such a policy is consistent only 
with the destruction or at least the abandonment of the former enemy country. 
The seizure of the private external assets of German nationals vastly increased 
our cost and difficulty in rehabilitation. 

The expectation of a quick gain was also illusory. Within the 10 years sincé 


the war, there has been paid to the Treasury out of the confiscated property for 
distribution about $225 million. This includes both German and Japanes« 
property.*4 More than this value is still being administered by the Office of 


Alien Property because of claims made to the fund and litigation concerning it 
Many former owners have claimed that their property was wrongfully vested 
and the numerous suits, by these persons claiming not to be German or Japanese 
nationals, for return of their property is a great expense to the American people 
By this litigation we have placed upon American citizens and friendly aliens a 
vast expense. Every case the Alien Property Custodian loses is proof that he 
has seized property wrongfully. 

One of the announced reasons for the freezing program was the protection of 
American creditors, but so many creditors’ claims have been filed against the 
property that certain administrative officers of the Office of Alien Property 
have suggested that Congress outlaw them.‘ Testimony has been given that 
consideration of all these claims would require 50 years. This would be A. D. 
2003.47 

From an ordinary balance sheet basis, it is profitable to return this property for 
the following reasons: 

1. It would induce the other confiscator countries to do the same,‘* thus creating 
a normal fund for use in German trade and financing to that country’s advantage. 
This should be an amount greater than that which has now been turned over to 
our Treasury. 

2. It will enable the neutral countries to hand back the property, a great deal 
of which has never been delivered to the Allies but on the other hand, has not 
been returned to German ownership. This will further increase the fund. 

3. It will stop the lengthy and costly litigation and enable immediate return of 
property for which the United States has had no use thus far. One item alone 
held by the Office of Alien Property has a net worth of nearly $90 million.” 

“ War Claims Commission, 8th semiannual report to the Congress for the period ending September 13, 
953 
“a Senate debates on joint resolution of May 7, 1940, 86 Congressional Record 5066 (1940). 

“There are 51,000 administrative claims pending at the present time, 43,000 debt claims, and 7,900 
title claims.’’ Hearings before the Subcommittee To Investigate the Administration of the Trading With 


the Enemy Act of the Committee on the Judiciary, United States Senate, 83d Cong., Ist sess., pt. 1, pp. 
118, 150 et seq 

Also, see Final Report of the Subcommittee To Examine and Review the Adminisiration of the Trading 
With the Enemy Act of the Committee on the Judiciary, United States Senate, Government Printing Office 
1954, foreword, p. VI: “ * * * Former Directors of the Office of Alien Property have testified that from 
20 to 50 years is the minimum estimate to be considered * * * ,” 

4? See footnote 46, supra. 

#* The Statist (London), April 3, 1954; from Zurich correspondent, ‘‘must all enemy private property 
be returned?’’ p. 461 

“British interests are definitely concerned by the recommendations of the subcommittee of the United 
States Senate * * * to permit enemy private property * * * to be returned to the rightful owners * * *. 

‘‘Because if Congress passes the legislation recommended, * * * other Allied Governments who also seized 
and liquidated enemey property could hardly avoid following the example of the American Government, 
seeing that the inviolability of the rights of private property is the essential principle that distinguishes 
the free democratic way of life from that of Communist communities.’’ 

«®” Testimony re General Aniline & Film Corp.—Hearings before the Subcommittee To Investigate the 
Trading With the Enemy Act of the Committee on the Judiciary, United States Senate, 83d Cong., Ist 
sess., pt. 1, p. 302, 
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4. It will enable American creditors to be paid the debts owed by the persons 
whose property has been vested." Most will be paid voluntarily and even if 
litigation is necessary, this certainly will be concluded before the year 2003. 

5. It will make possible further private trade between the United States and 
Germany, a goal which is sought by our present governmental policies and in 
turn will make Germany self-sustaining. 

6. There has been an Alien Property Custodian now in administration of 
enemy assets since 1917 and appropriations for that Office each year. The return 
of the property will make administration unnecessary after the few years required 
for the return of the property. 

And in addition to these practical reasons and as a bonus, the return of this 
property to its owners will increase the prestige of the United States for fair 
dealings with the neutrals who have expressed horror at this reversal of traditional 
American policy. It may perhaps retrieve some of the good will America once 
enjoyed after the war which has unhappily been declining, and enable us to be a 
leader not only because of our military and economic might but because of the 
soundness of our economics and business ethics. The national policy of oppor- 
tunism, of seizing after a war the property of foreigners who had invested in the 
United States during peacetime, should, in the national interest, be reversed. 


(ii) Argument —seizing these funds is not confiscation as efforts may be made to get 
Germany and Japan to repay their own nationals 


The proponents of this proposition should be permitted to state their own case. 
The Congressman who introduced some of the earliest bills and was a Member of 
the Congress which passed the bill adding section 39 to the Trading With the 
Enemy Act states his position in the following language: 

““My bill requires Germany and Japan, as a condition of peace, to pay their 
own nationals the full value of any property which they had in this country at the 
outbreak of the war. If we are going to use words like, ‘confiscation,’ let us use 
them honestly. If the word ‘confiscation’ is honestly defined, I challenge anyone 
to show where there is any confiscation under my bill. There can be no misunder- 
standing unless the word is purposely used to mislead and befuddle. 

If it is read in the light of established legal p~inciples, my bill will be revealed 
as one based on the centuries-old principle of ‘subrogation,’ a principle of law 
quite the opposite in meaning from that which ‘confiscation’ implies.’’ 

At present we have no treaty of peace with Germany. We do have a treaty 
of peace with Japan and in that treaty, no such promise appears. As to Japan, 
therefore, our policy, even on the definitions laid down, means that indeed we 
have confiscated the property within the United States of Japanese individuals 
and corporations and on them individually the entire loss falls. 

Sut the suggestion that no confiscation was intended, and yet at the same time 
a fund could be readily amassed for certain war claims, undoubtedly persuaded 
many Americans to approve the program. They would have hesitated at seizing 
private property without compensation but the assurance that the owners of 
these properties would receive value in their own country, convinced these 
Americans that these investors would not bear the loss. 

The thesis is here considered on the basis as proposed. The argument does not 
refer to the present improved position of Germany under the actual policy 
instituted of assistance by loans and in other respects. The analysis here given 
is to consider the basis of one of the arguments which persuaded this country to 
adopt the policy of confiscation. On this basis, we must ask ourselves: Would 
such a promise have been adequate compensation to the owners to relieve the 
Allied Powers from the accusation of confiscation? 

For our answer, we must determine what is the market value of this promise. 
We are met at the outset by the cardinal principle of interpretation of treaties 
that promises of a eountry to its own citizens contained in a treaty with some 
third power is in no way e »nforceable either legally or by diplomatic representation. 
A promise by Germany to the United States tc pay to Germans or by Japan to 
the United States to pay to Japanese will be fulfilled, if at all, purely as a matter 
of grace. 

But let us further assume that having undertaken the promise, Germany 
would have wished to protect those German persons and corporations who bad 





® An additional reason given for the suggestion to abolish all debt claims is that in many instances large 
claims had been made against very little vested property. Obviously, in such an instance, American credi- 
tors will get but small return on the dollar, but each claim must be processed. The return of the property 
would still be of advantage both to the creditors and to the taxpayers, for at least this would take the 
Goyernment out of the bankruptcy business 

& Statement by Hon. Bertrand W. Gear art, Congressman from 9th District of California, speech on the 
floor of the House, November 1943, quoted by himself in Law and Contemporary Problems, vol. XI, No. 
1, p. 186f. 
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invested in the United States. Could Germany, under the plan proposed, have 
given anything of value? The fact of the matter is that the German owners of 
property would have received absolutely nothing. Here the plan of the Allies 
was to exact $20 billion in reparations from Germany, payable or deliverable at 
once. This was a figure far greater than the as-yet-undreamed-of Marshall 
plan was to distribute to all of Europe. That part of the $20 billion which was 
made up of the seized external assets of Germany’s citizens and corporations 
would become a debt owing to those nationals by Germany. With what would 
Germany pay? Not in foreign currencies, for every bit of its nationals’ foreign 
currency values Was to be seized. All German holdings in any country in the world 
were to be extirpated. Surely payment was not to be made out of domestic capital, 
for the $20 billion immediate payment contemplated the removal of all German 
capital beyond that necessary to maintain a standard of living “below that at- 
tained in 1932 at the bottom of the depression.”’ Not out of current production, 
for the Allies should have known and certainly found out quite promptly that 
production could be continued only by shipping in supplies and particularly raw 
materials on which to work. 

Germany might have paid in inflated marks; then the owners surely would 
have received nothing of value, a situation which would have been the same as 
in 1923 and 1924 when the accumulated internal debt of Germany, heavily in- 
creased by war financing, was for all practical purposes erased by the monetary 
inflation. Germany could not after World War II make payments out of loans 
from the Allies as was done after World War I, for part of the determination con- 
cerning reparations was a firm resolve that no such loans would be made this time. 
Our plan then, to seize the assets but by exacting a “‘promise”’ to avoid the accusa- 
tion that we were confiscating them, was similar to the resolution of the two pirates 
“that so long as they remained in that business their piracies should not again be 
sullied by the crime of stealing.”’ 

The suggestion, therefore, amounts to this—the United States seized valuable 
properties. The reluctant and nonconsenting owners would receive an unenforce- 
able obligation of a defeated and destitute country. The Constitution of the 
United States provides in amendment V (in part): 

‘* * * * nor shall private property be taken for public use, without just com- 
pensation. 

Our question then: Is an unenforceable and presently worthless obligation not 
voluntarily accepted by the owner of property seized ‘just compensation’? 

In recent treaties, the United States, now the greatest capital exporting country 
of the world, has sought protection of its citizens’ property invested in foreign 
countries. 

“Property of nationals and companies of either party shall not be taken within 
the territories of the other party except for public benefit, nor shall it be taken 
without the prompt payment of just compensation. Such compensation shall 
be in an effectively realizable form and shall represent the full equivalent of the 
property taken; and adequate provision shall have been made at or prior to the 
time of taking for the determination and payment thereof.’’ *4 

If the Congressman’s ideas above expressed were accepted, these treaties would 
be of no protection whatever to our own heavy investment abroad. ‘Just com- 
pensation” in “effectively realizable form” given “promptly” which shall ‘“‘repre- 
sent the full equivalent of the property taken’’ becomes a pure question of se- 
mantics. Were this device adopted, we would have given the world a most 
specific object lesson that these treaty provisions need not be taken seriously. 

82 ‘*We do not intend again to make the mistake of exacting reparations in money and then lending 
Germany the money with which to pay. Reparations this time are to be paid in physical assets from 
those resources of Germany which are not required for her peacetime subsistence. * * * 

‘At tre Crimea Conference a basis for fixing reparations bad been proposed for initial discussion and 
study by the Reparations Commission. That basis was a total amount of reparations of $20 billion dollars 
Of this sum, one-half was to go to Russia, which had suffered more heavily in the loss of life and property 
than anv otter country 

“But at Berlin the icea of attempting to fix a dollar value on the property to be removed from Germany 
was dropped. ‘To fix a dollar value on the share of each nation wculd be a sort of guaranty of the amount 
each nation would get—a guaranty which might not be fulfilled. 

“There‘ore it was Ceci'ed to divice the property by percentages of the total amount availaole.”’ 








Presi ‘ent Trurran’s Report, August 8, 1945, Department of State Publication 2423, p. 19 
8Tte accumulative total for funds advanced uncer the Economic Cooperation Administration and 
successor organizations to Janvary 31, 1954, was $14,833.7 (millions of dollars). Bulletin of Foreign 


Operations Acministration, allotments, authorizations, and paid shipments, Statistics and Reports 
Division, Office of Research, Statistics, and Reports, data as of January 31, 1954 

% Treaty of the United States with the Kingdom of Greece, art. VII (3), signed on behalf of the parties 
August 3, 1951, ratified July 21, 1953 
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Secretary of State Hull had long before recognized such a danger and, replying 
to comments and questions concerning the German fund held as collateral under 
the Settlement of War Claims Act of 1928, stated: 

* * * Moreover, the confiscation of these private funds by this Government 
and their distribution to American nationals would react against the property 
interests (some very large) of American nationals in other countries. It would be 
an incentive to other governments to hold American private property to satisfy 
claims of their nationals against this Government and to pass upon such claims 
in their own way. It is important from my point of view, therefore, that the 
United States should not depart in any degree from its traditional attitude with 
respect to the sanctity of private property within our territory whether such 
property belongs to nationals of former enemy powers or to those of friendly 
powers A departure from that policy and the taking over of such property, 
except for a public purpose and coupled with the assumption of liability to make 
just compensation, would be fraught with disastrous results.’’® 

In the United States, we hold dear the right of private property. As a nation, 
we believe that part of our prosperity, as well as the prosperity of our alien friends, 
will be fostered by international trade. Private property, freedom of the seas, 
remain the cardinal principles now as they were at the founding of the Republic. 
All countries, which have these same principles of private property and freedom 
of trade, have recognized that this system cannot be maintained unless each coun- 
try with these ideals meticulous)y observes the rights of all of the others. 

It is most unfortunate that, just at the time when American investments abroad, 
both Government and private, have risen to stupendous amounts, the United 
States changed its traditional attitude toward foreign funds and seized these assets 
without compensation. 

It is a mitigating circumstance that the United Stétes promptly changed its 
restrictive policies in regard to Germany. Now the last element of the unwise, 
costly plan should be removed and with it the excuses made for the seizure of these 
private funds, for these excuses are dangerous precedents. 

As a protection for the many billions of dollars the United States has loaned, 
the billions of dollars that corporations and individuals have now invested abroad; 
to make our treaties effective and to allow our diplomats to speak honestly and 
not hypocritically in defense of American rights, we should return the confiscated 
German and Japanese property. 


(ii7) Argument—Confiscation of enemy funds is a deterrent to war 


Again the proponents of this proposition should have the right to present their 
argument. 

“The United Nations are now establishing a method of suppressing aggressor 
nations, by use of sanction and threat of armed force. If the people of a potential 
aggressor nation, who have investments abroad, know that, if defeated, they will 
lose that property, the knowledge will serve as a definite deterrent to aggression. 
On the contrary, if they may plant property abroad on the assurance that if their 
aggression fails, that property, carefully preserved for them, will be returned to 
them by the nations they have attacked, one check on aggressors is lost. Under 
modern conditions international public interest and peace will be served if private 
property of the citizens of any aggressor nation is subject to application to that 

85 Letter to Senator Capper from Secretary of State Cordeli Hull, May 27, 1935, quoted in American Journal 
of International Law, vol. 37, January 1943, p. 94 

Cordell Hull, Secretary of State from 1933, retired on November 27, 1944 He was not Secretary of State 
when the final plans for the treatment of Germany and Japan were adopted 

In 1944, at an international conference in Quebec, Canada, at which Mr. Hull was not present, Henry 
‘Il orgenthat , Secretary of the Treasury, da plan for the postwar treatment of Germany which 
became known as the Morgenthau plan was advised by an Assistant Secretary of the Treasury 
who was also Director of the Division of M iry Research, Harry Dexter White 

For discussion of the Morgenthau plan, and participation therein by Harry Dexter White, see Final Re- 
port of the Subcommittee to Examine and Review the Administration of the Trading With the Enemy Act 
of the Committee on the Judiciary, United States Printing Office, Washinton, 1954, pp. 9, 12, et seq. 

% Many illustrations can be given of the principle here set forth, of which the apostrophe by Grotius to 
Christian kings and nations (Principes Populique Christiani) will suffice 

“* * * There is not one of you who does not openly proclaim that every man is entitled to manage and 
dispose of his own property; there is not one of you who does not insist that all citizens have equal and in- 
discriminate right to use rivers and public places; not one of you who does not defend with all his might the 
freedom of travel and of trade 

If it be thought that the small society which we call a State cannot exist without the application of these 
principles (and certainly it cannot), why will not those same principles be necessary tpo uhold the social 
structure of the whole hun race and to maintain the harmony thereof? * * *”’ Hugo Grotius, The Free- 
lor Seas (1608), translated by Prof. Ralph Van Deman Magoffin, Oxford University Press, 1916, p. 3. 
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Nation’s obligation to pay for the damage it inflicts on the people of the nations 
it assails.’’57 

Any deterrent to war is welcome, and assurance that confiscation of private 
enemy property, after a war has been successfully terminated, is such a deterrent, 


is apt to be accepted noncritically. But experience does not support the thesis 
Confiscation of enemy funds is more apt to be a deterrent to foreign investment 
than a deterrent to war. \ far better deterrent to war is foreign investment. 


In such great national crises, it is not wise to accept any conclusion, however 
hopeful, without careful examination of the underlying premises on which these 
conclusions are based. In the first place, those who favor confiscation as a deter- 
rent to war assume that a person or corporation in one country who had invested 
in another could prevent his country from becoming an aggressor against the coun- 
try where he had his investment. It assumes, also, that such an investor would 
know the intentions of his country and, still more remarkable, would know what 
acts committed by his own country would be eonsidered as an aggression by the 
country in which his investment was. Neither in World War I nor in World 
War II did Germany expect to fight the United States, so the German investor in 
the United States must be able to determine the course of international affairs 
better than his own Government. 

Such power to create or prevent war or warlike acts and such clairvoyance 
into the minds of others as here imputed to a person who perhaps has merely 
purchased foreign bonds or stocks in open market, is clearly to impute power, 
foresight, and wisdom beyond human experience. 

There is, moreover, in this quotation a peculiarly dangerous premise. The 
authors clearly state that it is the foreign investors who ‘‘may plant property 
abroad on the assurance that if their aggression fails they will nevertheless retain 
their property.”’ Do the authors of this report really mean to say that foreign 
investors themselves plant the investment as preliminary for their attack? If, 
as they clearly imply, foreign investment is for sinister purpose, influence, 
dominance, Snore: then the Russians are right concerning the United States 
and all of its national and private investment abroad, right in their accusation 
that sori investment is imperialistic and as such should be shunned. Do the 
proponents really believe the point 4 program a plan of conquest by the American 
people? This is indeed a strange argument for a once unde developed nation 
which for over a hundred years was so dependent upon foreign capital; a nation, 
too, which has announced that its encouragement of foreign investment was to 
prevent war and combat communism by raising the standard of living throughout 
the world. 

The world should have learned by now that hostages, either persons who may 
be killed or property that may be confiscated, are not assurances against war. 

America should repudiate this doctrine of confiscation and prove that it has 
done so by the return of the German and Japanese property. 


(tv) Argument—German property should be confiscated because of the large interest 
of its nationals in our chemical and other essential industries 

The principal chemical industries of the United States during World War I 
were German-owned. After the onset of World War II, it was again found that 
German investment had been heavy in the chemical and allied industries. Be- 
cause these industries are essential in wartime, this is given as a reason for the 
confiscation of these German-owned industries. 

“Even though the conditions under which the sales of patents and plants were 
made after World War I were designed to eliminate the possibility of future 
German control, the German chemical trust succeeded within a few years in 
reentering the American market and again acquiring a degree of control over 
American dye-stuffs and pharmaceutical production.” ® 

No direct accusation against these industries has generally been made but the 
inference seems to be that somehow there was something surreptitious and 
therefore wrong, that these necessary industries were investments of German 
pigeon and individuals. In this attitude, there is a sort of an overtone of 
spying or subversive activity, an intangible something against the United States. 

L et us lay down a few obvious economic premises. The industry of the United 
States is not Government-owned; it is privately owned. In the United States, 
there have been from the beginning of the Republic heavy investments by 
foreigners. At the beginning of World War II, there were about $13 billion 
in foreign investment in the United States. A little more than that amount 


cena 
7 Report of committee, adopted by the American Bar Association house of delegates, December 20, 1945; 
quoted by Senator Estes Kefauver of Tennessee in Final Report of the Subcommittee To Examine and 
Review the Administration of the Trading With the Enemy Act of the Committee on the Judiciary, United 
States Senate, p. 74, GPO, 1954 
8% Saturday Evening Post, June 30, 1945, The Alien Property Riddle, by Henry F. Pringle, p. 81. 
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was invested by United States corporations and citizens in foreign countries and 
since the war, even excluding the vast Government expenditures, that amount 
has been increased by some 9 billion. A country at war or at peace uses all 
of the national epeeeen nt whatever the ownership. 

It is not fortunate for the United States that the Germans had set up a chemical 
industry and r Se eeaal their patents in the United States where they could be 
seized and used during World War I? If they had not done so, the United States 
could not have had these industries * part of its economy and would have fared 
much worse in the First World War than it did. Curiously, no one has pointed 
out how odd it is that the Germans Should plot to build up a chemical industry 
in the United States to be used by the United States effectively against Germany 
in the war it was about to commence against the United States. 

If once again, German patents and German know-how and ingenuity have 
given the United States a ve 3 advanced pharmaceutical business in the Second 
World War, why should we be distressed and why is this an argument that we 
should confiscate the industry? With the present tensions in the world, no one 
can say who will be our friend or enemy in the future, ana, therefore, to assure 
ourselves that none of our essential industries shall be found to be owned in 
whole or in part by foreigners who might be enemies, we must adopt a policy 
against any foreign investment and with this, we arrive at a type of isolationism 
such as this country has never known 

\s a matter of fact, we Americans ourselves with out American capital and 
American know-how intend to do for other countries just what foreign capital 
and ingenuity have done for us over the years. We intend in those countries 
to build up advantageous industries which will improve their standard of living. 

We must not confuse national security and foreign investment. National 
security rules will apply to all property and to all persons in our jurisdiction and 
this would be true of any country in which with the best of intentions and the 
kindliest of feelings we invest American funds.® Investment in a foreign country 
will always be bound by regulatory laws concerning competition, monopoly, and 
any such others. In short, we have shown a most provincial fear of the foreigner, 
and confused international investment, by which we ourselves strive for the 
peace of the world, with plots of aggression. In the interests of our national 
position and as proof ot our ia vy to the world, we must avoid economic 
isolationism; we must return the confiscated property. 

















(v) Argument—Confiscation is punishment, as a fine, for criminal acts 


Germany let loose upon the world a flood of human misery. For the unneces- 
sary, the senseless destruction of capital and the more pitiable loss of our young 
and able, there are no words of condemnation strong enough. It is our duty, 
both to the living and the dead, to prevent, if that is within human endeavor, 
a still more terrible war Faced with such a responsibility, we dare not let our 
emotions cloud our thinking or erase from our memory the lessons of history. 

\s Americans, we have quoted with approval many of the wise and temperate 
words of a great Irish statesman who sought eloquently but vainly to prevent 
England from treating the recalcitrant American colonies as criminals. With 
him we should still say: “I do not know the method of drawing up an indictment 
against a whole people.” 

This principle our Founding Fathers wrote into our Constitution and denied 
to Congress the right to pass a bill of attainder and denied this right also to any 
State ;@ yet, now, internationally we seek to make German nationals, individuals 

®**During the 7 years 1946-52, the recorded gross outflow of private investment capital (United States) 
was $9.2 billion, of which sum direct investment accounted for $8.2 billion and portfolio investment for 
$1 billion.’’ The International Flow of Private Capital (United Nations publication (New York 1954), 








I 10 

It has long been the custom for a nation at war to intern nationals of the enemy country and to segregate 
their order that no inimical acts could be made against the country of the host. This was 
done ld War II and particular »recautions taken against sabotage. Such security measures must 
be diffe i m confiscation. The United States did not officially adopt a policy of confiscation 
until ne after hcstilities had ceased. 

Ke , speech on conciliation with America in Parliament, March 22, 1775. 


Art. I, secs. 9and 10. For the benefit of non] awyers the following statement can be made: 
Chis [Bill of Attainder] is a legislative act which inflicts punishment without a judicial trial. The 
‘mbraces t of pains and pen ties, oo ition is none the less objectionable in that it merely 
c ites property; it may affect the life ¢ a individual, or confiscate his property, or both. The framers 
of the Constitution must be deemed to be ave he d in mind the me: ning comm only given to the term ‘bill 
of attainder’ at that time.’’ Thc Constitution, 68th Cong., Ist sess., 8. Doc. 154, GPO, 1924, p. 260. The 
argument here relates solely to p slicy rhe question as to whether or not the property of a nonresident 
ilien is pretected under this section as a matter of law is not considered. It was customary, at one time 
in the history of the United States, to add such assurances of protection of enemy property in treaties. 
See supra, footnotes 9 and 19. 
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or corporations, criminais; 


to take from each his property without anv evidence 
whatever of any act by th 


owner against the laws of the United States or the 
laws of Germany They are condemned for the crime of being Germans. What 
else then is section 39 of the Trading With the Enemy Act than a bill of attainder? 

We co not concone, we shall never condone the acts which Germany committed 
curing the Nazi regime, but if we are to be masters of our destiny and desire peace 
for our chileren, we must not act in revenge. 


observed: 


Over 300 years ago, Francis Bacon 

“Revenge is a kind of wild justice; which the more man’s nature runs to, the 
more ought law to weed it out. For as for the first wrong, it doth but offend the 
law, but the revenge of that wrong putteth the law out of office.’”’ ® 

Che chairman of our Senate Foreign Relations Committee and delegate to the 
San Francisco Conference at which the United Nations Charter was written, said 
in his speech urging spee?y approval of that charter by the United States: “Let 
us be among the architects of * * * a temple of law.’’ & 


VI. CONCLUSION: NATIONAL INTEREST REQUIRES REVERSAL OF POLICY OF 
CONFISCATION 


The larger interest with which all Americans are most concerned is in the 
preservation of this Nation’s reputation for integrity. Nor is this interest purely 
ethical or academic, since the observation of such equitable rules will set a good 
example; and departures from it on whatever grounds, shall likewise set a bad 
example which debtor nations will doubtless find it to their immediate advantage 
to follow. Unless we are punctilious in our observation of those rights where aliens 
and their property within the United States are concerned, our voice will carry 
but little authority on this point with the United Nations and generally with the 
world. Reprisal and retaliation upon American interests abroad, or even simple 
imitation would mean serious damage to the solidity of our international invest- 
ment position and would set up a critical obstacle to its expansion. It is obvious 
that the assurance of integrity in international investment is a necessary element 
if the rights of the free world are to be preserved. 

The well-considered phrasing of our treaties of friendship and commerce taken 
at their face value are an excellent pattern for a constructive attitude as to the 
interests of aliens within our jurisdiction and reciprocally as to our interests within 
their power 

The conclusion is inescapable: the policy of confiscation is not compatible 
with the national welfare. In the interests of the United States—in the interests 


of the free world—this confiscated German and Japanese property should be 
returned, 


STATEMENT OF JOHN J. WILSON, OF WHITEFORD, HART, 
CARMODY & WILSON, WASHINGTON, D. C. 


Senator Dirksen. Now, Mr. Wilson, will you identify yourself? 

Mr. Witson. My name is John J. Wilson. I am a member of the 
Washington law firm of Whiteford, Hart, Carmody & Wilson. We 
represent the Swiss holding company known as Interhandel, which 
owns 93 percent of the capital stock of General Aniline & Film Corp. 
I came to these hearings yesterday and planned to attend them with 
no intention of asking permission to be heard. I have no prepared 
statement. I shall endeavor to be brief. 

After certain statements had been made by Mr. Derby with respect 
to my client and after the question of the constitutionality of Senator 
Hendrickson’s bill, 8. 2171, had become an issue in these proceedings, | 
determined that I should take the liberty of asking to be heard at this 
time. 

I shall take those matters up separately. I shall also, before I 
conclude, if I have the time, refer to 1 or 2 items in Colonel Townsend’s 
letter. 





63 Francis Bacon, Lord Verulam, essay on revenge 
% U. S. C., congressional service, laws of 79th Cong.,Ist sess., West Publishing Co., Report on United 


Nations Charter on June 28, 1945, by Senator Tom Connally, pp. 727, 738. 
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With respect to Mr. Harry L. Derby, who comes from that friendly 
little community in New Jersey known as Montclair, and who in- 
formed us, as he had me several years ago, that he was a shareholder 
in General Aniline & Film Corp., he made the statement here yesterday 
that he did not believe that this company, General Aniline, was ever 
owned by the Swiss. I have considerable information and I assert 
that my client, the Swiss company, is the real owner, and not a cloak 
for the Germans, of 93 percent of the capital stock of General Aniline 
& Film Corp. 

But, more important, I assert that Mr. Derby is not in possession 
of information, in my judgment, which would put him in a position to 
form an opinion as to whether or not my Swiss client is or is not a 
cloak for the Germans. 

Senator Henpricxson. That, of course, is your opinion only. 

Mr. Witson. I say it is my opinion, but I know a great many facts, 
Senator, and I doubt very seriously if Mr. Derby knows many of the 
facts. 

Mr. Derby was not a shareholder of this corporation before Pearl 
Harbor. Mr. Derby informed me himself that he bought shares in 
this corporation upon the advice of an investment counselor of one 
of the large New York banks in conjunction with a number of his 
associates, and that he and his associates had acquired about 25,000 
of the A stock of General Aniline & Film Corp. I do not recall pre- 
cisely what he said he paid for those shares, but I think the price at 
that time was somewhere around $75 a share. Those 25,000 shares 
represented about 50 percent of the publicly held shares of General 
Aniline & Film Corp. It is my estimate, if the price is correct, that 
Mr. Derby and his associates invested about $1,800,000 in this manner. 

Mr. Derby informed this committee yesterday that he made this 
investment on the basis that the 1948 amendment to the law gave him 
an assurance that this property would never go back to the Europeans, 
I submit to this committee that when Mr. Derby bought these shares 
as he informed me that he did, for investment purposes, sometime 
after 1948, that as a businessman he knew he was buying shares in a 
corporation which was then Government-managed, which, by the 
way, is no real purchasing inducement, at a time when there was no 
dividend policy. 

Senator Henprickxson. His judgment has turned out to be very 
good. 

Mr. Witson. It is selling now between 85 and 95, so he has a profit 
of about $20 a share right now. 

And I want to remind Mr. Derby and the members of this com- 
mittee that when Mr. Derby bought those shares he knew there was 
a 9 (a) suit pending by my client with respect to them, and he knew 
that if we succeeded in that suit the stock would go back to the Swiss 
and would go back to Europe. 

Therefore, for him to say that he bought those shares with the 
assurance that the 1948 amendment would keep them over here, would 
keep the company over here, is reckoning without the pendency of our 
suit. 

Mr. Derby refers to the fact that if the Swiss are allowed to have 
this company back and are allowed a year within which to sell it 
themselves, that they will strip this company down to a mere skele- 
ton. I submit that the very opposite of that is true. I submit that 
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there is every reason to keep this corporation intact. My clients 
have said publicly and I said to this committee last summer that 
we have no doubt about the Americanization of General Aniline «& 
Film Corp. Naturally we want the best price we can get for that 
company if we are obliged to sell it under the national-interest clause. 
We want the right to make the sale ourselves, and we want to make 
that sale of a going, sound economic concern, and not one which is 
merely a skeleton. 

What would we gain by stripping that company of all of its know- 
how, giving it to the Europeans, and then selling it here as a skeleton? 

In connection with this question of giving it to the Europeans, Mr. 
Derby went so far yesterday as to bring the Russians into the situa- 
tion. He said that if this concern was returned to the Swiss, it would 
first go into West Germany, then from West Germany it would go 
into East Germany. 

First, we have had to stand for-years the charge that we were a 
cloak for the Germans, a charge that the Government of the United 
States has never yet sustained and has avoided going to issue on for 
reasons I will tell you in a few moments, 

Now, because the question of cloaking by the Germans is a thing of 
the past, now it comes that we are charged with being a funnel for the 
Russians. I| submit that that is not fair, and I submit that that is 
hitting below the belt. I submit, furthermore, that it is an insult to 
the renewed friendship with the Germans. To insinuate that things 
which are going back to Germany are going to funnel into Russia is a 
slap squarely in the face of the people who are to be aided greatly and 
largely by this legislation. 

Senator Dirksen. Mr. Wilson, in order to round out the record, let 
me ask at this point so that one not too familiar with the proceedings 
can get all of the implications that are involved: The original allegation 
was that this was a cloaking operation and that actually this was a 
German firm cloaked in a Swiss mantle and therefore was subject to 
vesting? 

Mr. Witson. That is right, sir. 

Senator Dirksen. Under that allegation, it was vested by the Alien 
Property Custodian? 

Mr. Witson. That is right. 

Senator Dirksen. So subsequent to its vesting, you filed a 9 (a) 
suit in behalf of your clients, the Swiss? 

Mr. Wrison, That is correct. 

Senator Dirksen. That suit has for a long time been pending in the 
District Court in the District of Columbia? 

Mr. Witson. Yes, sir. 

Senator Dirksen. I am frank to confess that I was familiar with 
the whole proceeding at one time, but I have sort of lost track of the 
suit. My understanding is that it was filed in the court of Judge 
Bolitha Laws and that there was a finding made 2 or 3 months ago; 
is that correct? 

Mr. Witson. But not on the merits. I want to point out that 
because Colonel Townsend in his letter did not comment upon that. 
I am sure it was an inadvertance on his part. The uninitiated reader 
of Colonel Townsend’s statement might get the impression that the 
adverse decision against my client in Judge Law’s court was on the 
merits and might get the impression that there was a decision that 
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we were enemy-tainted and cloaking for the Germans. On the 
contrary, there has been no decision on the merits, and the action of 
Judge Laws in dismissing our case was purely upon a technical ground, 
as a sanction for our inability to comply with the discovery order 
which he had imposed in 1949, requiring us not only to produce our 
own records in Switzerland for inspection by the United States De- 
partment of Justice, but also the records of a banking concern with 
which we had had affiliations. Prior to the timie that the Depart- 
ment of Justice men arrived in Switzerland to examine the records 
of these two institutions, the Swiss Government seized and confiscated 
the records of the Swiss bank. So we were unable to comply with 
the order of Judge Laws. 

When the Department of Justice gentlemen came back from 
Switzerland and had seen the records of our company—I should say 
they took some 70,000 microfilms of our records, over 50,000 records 
at that time they moved to dismiss our action. The charge was made 
that my client had collaborated with the Swiss Government to bring 
about the seizure order. When this was brought to the attention of 
Judge Laws, he referred the matter to a special master, and there the 
proceeding lay for the best part of 2 years. ‘Testimony was taken 
upon our good faith. Testimony was taken upon the legality of the 
seizure by the Swiss Department of Justice. 

In a 200-page report which has been ratified and confirmed by Judge 
Laws, the special master proceeded to exonerate us of any insinua- 
tion of impropriety or collusion or bad faith and upheld the legality 
of the seizure by the authorities of the Swiss Government. 

Despite that and despite the fact that at that point Judge Laws 
had established that we had been unable to produce these records 
through no fault of our own, he issued or indicated that he would 
issue an order of dismissal. 

We then proceeded to take additional appeals to the various fed- 
eral departments in Switzerland, without any success. They stood 
behind their secrecy attitude and the fact that in Switzerland bank- 
ing secrecy is a matter of very high importance. 

There is no judicial review of federal administrative action in Swit- 
zerland, so we had exhausted our administrative steps. However, in 
the course of taking those steps, at one of the echelons it was suggested 
that if we procured waivers from the bank customers of their rights of 
secrecy to the documents, and those documents were than submitted 
to the federal authorities, then they might consider releasing a num- 
ber of the documents. That was a Herculean task, Mr. Chairman, 
but we undertook it because naturally we wanted to avoid the dis- 
missal. 

As a result of that, we procured and brought over to this country 
65,000 documents of the bank and tendered them to the Department 
of Justice. The Department of Justice refused to look at them upon 
the ground that they were not all the documents. We made the 
representation that we were continuing to get other documents. 
Judge Laws, despite all that, dismissed the case. 

We took an appeal. The appeal is now pending in the Circuit 
Court of Appeals for this circuit. I have written a brief, 148 pages 
in length. The Department of Justice brief is due next Tuesday. 
We have a lot of mechanical details to worry about, to get the record 
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in proper shape for the court of appeals. The case will be argued in 
the court of appeals in October or November. 

That is the status of the case 

(Brief recess. ) 

Senator Dirksen. The committee will resume. May I say we 
probably will be interrupted with more rollealls but we may very 
conceivabh come to the end of the road tod Ly. so we will fO as 
far and as fast as we can. 

Will you proceed, Mr. Wilson? 

Mr. Witson. Thank you, Mr. Chairman. I was going to speak 
next upon 8, 2171, but in the hope that Senator Hendrickson is 
coming back, I will defer that and go to something else, for the time 
being 

In referring to Colonel Townsend’s letter and to the question of 
windfalls, I do not wish to cover the entire field because I do not 
know the figures with respect to all the companies. I do know the 
figures with respect to General Aniline. I have them before me on 
comparative basis as reflected in their 1953 annual report. The 
charge was made by the Department of Justice yesterday that the 
war and the increased business during the war was responsible for 
the enlargement of General Aniline. 

1 can say to this committee without any fear of contradiction that 
the real increase in General Aniline took place just as it has with 
respect to 95 percent of the other corporations in America, after the 
war. If you will examine the 12-year statistical summary, you will 
find that at the end of 1945 the net worth of General Aniline had gone 
up to about $60 million from $45 million, and that the increase from 
$60 million to about $100 million has taken place in the postwar era. 
1 should also like to add—and this, I think, should be no surprise to 
Colonel Townsend—that the earnings of General Aniline for 1953 
were less than the earnings of General Aniline for 1942. The earnings 
in 1953 were $2,900,000 and the earnings in. 1942 were $3.200.000. 

There is no windfall here, | may say. Moreover 

Senator Henprickson. Might that fall off in earnings, Mr. Wilson, 
be due to the fact that the General Aniline Co. has to compete with 
competitors who are free to act on their own without Government 
control? 

Mr. Wintson. Yes; but they did $5,200,000 in 1951 and $4,100,000 
in 1952, and business was better in 1953 than it was in those 2 vears, 


and General Aniline went back to $2,900,000. It went down hill 
when everything else was going up hill. 

Senator Henprickson. | imagine that will continue off and on 
until we do free it from Government control, 

Mr. Witson. Then maybe this is not a windfall that we are getting 
back. 

Moreover, if an owner is kept out of his property for 12 years and 
is deprived of the dividends and the increment which at the rate of 
6 percent for 12 vears, or 13 vears to be exact, is some 80 percent, and 
if the Government should keep some 15 or 20 percent for expenses 
and give back 80 percent, there would be no windfall here. This 
would simply be a return of the base figure with accrued interest, not 
even compounded semiannually or annually. 

So I say that there is no windfall here when you look at it from 
these points of view. 
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With respect to the apprehension and concern of the Department 
of Justice that a sale by Interhandel of General Aniline would mean 
that the safeguards against resale to ineligible purchasers would not 
be asserted, | am surprised that the Department of Justice has so 
little confidence in the Federal judiciary, because it is provided in 
section 40 of this bill that the divestiture by the owner upon the 
return within the vear period shall be under the supervision of the 
Federal court, which means that the Federal court can assure itself 
of all the safeguards which have been spoken of here today and 
yesterday. I am surprised that the Department of Justice feels that 
the Federal judici: iry is not that alert to these problems. 

Lastly, before I come to Senator Hendrickson’s bill, 8S. 2171, let me 
refer to the last major paragraph on the last page of ¢ ‘olonel Town- 
send’s letter, in which he suggests, mind you, that some of these 
returns May go to S Switzerland or may go to other countreis, and 
therefore you would not be satisfying the main object of the bill to 
return property to Germany and Japan. 

[s it the argument of the Department of Justice that the Germans 
should be deprived of the return of their property because a neutral 
and nonbelligerent, such as Switzerland, whose property should never 
have been taken in the first place, is incidentally going to get it back? 
What is the position of the Department of Justice on this point? Is it 
that this is German property or is it that it is Swiss property? If it 
is German property, it goes back under this bill. If it is Swiss prop- 
erty, it ought to have gone back a long time ago. 

So, you can argue it either way, you can whip it either way, and 
you get a result contrary to the position of the Department of Justice. 

[I am not surprised that Colonel Townsend, when he concluded 
reading that paragraph, said the following, which I took down ver- 
batim: ‘I merely make this observation in passing and express no 
opinion upon the subject.” 

I do not blame him. I would not have either under the circum- 
stances, because he would have been whipsawed one way or the other 
on the thing which I have just been saying to you. 

Let me get over to the question of Senator Hendrickson’s bill. I 
spoke upon this subject last July. You Senators were very patient 
to listen to me then. I submitted a 30-page brief at that time. My 
brief has not been referred to today by anybody. My feelings are a 
little hurt about the situation. 

However, I asked Senator Hendrickson at that time—— 

Senator Henpricxson. If it gives you any comfort, Mr. Wilson, I 
might say I did read the brief at that time. 

Mr. Witson. Good. I hope you remember it because I thought 
you and I| might discuss it. 

Senator Dirksen. When I held those last hearings, I think it ran 
to 500 pages, Mr. Wilson. 

Mr. Witson. Yes, it did. I hope I am not the one to make them 
500 today, Mr. Chairman. I will quit very soon. 

I remember that I said to Senator Hendrickson at the time that I 
spoke about his bill being unconstitutional with some trepidations 
because I am somewhat presumptious to stand here and say that. 
You were very kind, Senator. You said, “I shall read it.” You 
also said, ‘““You are probably right.” Then you referred to the fact 
that a Senator may introduce unconstitutional bills. 
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Since you have read it, I would like to refer to some of the points 
involved and open myself to your questions, sir, as to wherein I am 
in error. 

First, let me refer to— 

Senator Henprickson. What is this, an indirect cross-examina- 
tion of a Senator? 

Mr. Wiison. If it works; yes, sir. 

Senator Henprickson. It won’t work. 

Mr. Wiuson. Let me refer to a very fine gentleman who came here 
today, Mr. Cecil Sims. I never saw him before in my life. Cer- 
tainly, I did not come here with any intention to pick a fight with him. 

He referred to my client or my client’s company, and he referred 
to himself as being a country lawyer. Well, I have done that. Ina 
stroke of modesty from time to time, I have said I] am a country lawyer. 

Senator Dirksen. You have been on paved streets too long. 

Mr. Wiuson. Yes, in Washington. I want to say Mr. Sims is not 
a country lawyer, and I am not a country lawyer, either, and the two 
of us are practicing law with the necessity to know what the cases 
hold. We may not know what the law is, but we know what the cases 
hold or we are expected to. 

Senator Dirksen. In the face of 5 to 4 decisions in the Supreme 
Court, few people do, wouldn’t you say? 

[r. Witson. Know what the law is, yes. Yes, I realize that. 

Mr. Chairman, there is a proposition which is the A B C’s of con- 
stitutional law. It is so simple that no one doubts it, and that is 
that an alien friend is entitled to all the rights of a citizen under our 
Constitution. That was enunciated or reenunciated in the Russian 
Volunteer Fleet case in the Supreme Court of the United States. 
That is the law. My newly found acquaintance, Mr. Sims, referred 
to the fact that he read the Ubersee case. In the Ubersee case that 
was one of the problems. The question was whether a Swiss corpora- 
tion alleging that it was a nonenemy, had a right to maintain an action 
under 9 (a), or could that right be taken away from him by the 
amendment to 5 (b). The Supreme Court held it could not be taken 
away, and in effect reiterated the Russian Volunteer Fleet case in 
saying so. 

So, the fundamental proposition here is, as far as I am concerned, 
as far as the Swiss corporation is concerned, an alien friend is entitled 
to all the rights of an American citizen under our Constitution. 

Let me come directly to Senator Hendrickson’s bill. Let me talk 
about the things which I say and have said before make that bill 
unconstitutional. This is aside from the remedies which I may pursue. 
* I said we argued quite seriously and I thought quite convincingly 
that that law could not be supported upon the doctrine of eminent 
domain; it could not be supported upon the theory of military use, 
and could not be supported upon the constitutional right to make 
captures upon land and sea—because if General Aniline is sold under 
Senator Hendrickson’s bill, the sale will not be for a public use. The 
proceeds and the money will go into the Treasury and lie there for 
the outcome of our litigation, let us say, but the sale will be to piivate 
industry. So there w ill be no public use. 

The theory of the constitutional cases which justify military seizures 
is that they are justified only on the basis of an immediate use, and 
invoking the capture clause of the Constitution is one which can only 
be invoked in time of war. 
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I no constitutional theory known to a lawyer in the United 
States which can support Senator Hendrickson’s bill, S. 2171. 

Il am about through. I see my time is fleeting. 

I wanted to answer Mr. Smithey, unless Senator Hendrickson wants 
to ask Me some question 
enator HENDRICKSON I take it Mir. Chairman, from Mr. Wilson’s 


observations that I am a poor constitutional lawyer 


Mir. Witson. IJ didn’t sav that, Senator. 
Mr. SmiruHey. Mr. Wilson, vou have now expressed vourself with 
respect to the constitutionalitv of S. 2171. yaa heard the constitu- 
lity of S. 3423 place ! in issue this morning, I think for the first 
me il } | ari \\ ll wan nov » ' ; lf } ve “> 
me in these earmgs il you now express voursell with respect 
the constitutionality of S. 3423? 


\Ir. Witson. J say from mv humble viewpoint, Mr. Smithey, there 
not the slightest doubt ab its constitutionality. 
\ir. Smiraey. You think it constitutional? 

Mr. Witson. I certainly do, in every sense of the word. 

Mr. Smirney. Do you, sir, favor the national-interest proviso 
included on page 3 of this bill? 

Mir. Witson. I do not resist the national-interest proviso. I hope 
the President of the United States will not exercise his judgment to 
require us to divest, but if that is the way we are going to get our 
property back here, it ‘s better than nothing. 

Brief recess. 

Senator Dirksen. Mr. Wilson, do you think we can conclude 
shortly? 

Mr. Wiison. One short answer to a question which Mr. Smithey 

sked the Secretary of State. He inquired whether the Confederation 
of Switzerland had been offended or was concerned about the treat- 
ment of Swiss property in this country, and naturally the Secretary 
cannot have the answers to all the matters in his Department. Since 
| have been in this matter for so many years I do know the answer, 
\[r. Smithey, and that is that beginning in June 1948 the Swiss Gov- 
ernment began making formal demands upon the United States Gov- 
hat situation. 
There is a series of diplomatic notes which was exchanged from time 
to time. Iam sure that in Berne, Switzerland, the Swiss Government 
has made approac he s to our diplomatic representatives there. 

Whether tea tly in our behs lf or in relation to Swiss property gen- 
erally, 1am not certain, because, of course, 1 cannot know those details, 
but I do know the fact to be reiterated over and over again that the 
Swiss Government has taken a keen interest in our situation, in the 
situation of seized Swiss property in this country and has made protest 
upon protest to the American Government about it. 

Mr. Chairman, thank you so much. 

Mir. Smiraey. May I ask just one further question and then I will 
delay you no longer. 

Earlier, when Mr. Derby was testifying, I asked him with respect to 
a possible amendment of the national-interest clause. I would like 
to 


ernment with respect to General Aniline, our rights in t 


t 


get your opinion on that change now in view of the statements 
which you made earlier. Would you express your opinion, sir, on an 
amendment to that provision which would require the owner of the 
property to enter into the best contract he could with an American 
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concern and file that contract with the Office of Alien Property, and 
then request return so that he could execute the contract? 

Mr. WILSON. Mr. Smithey, | would be opposed to that for really 
practical reasons, and they are these 

Mr. Smiruey. That is what I would like to find out 

Mr. Wrison. We would want to consider intelligent proposals, and 


we would want to sell the best going concern that we could It has 
been our experience up to now that we do not get a piece of information 
out of General Aniline that the public generally does not know. So 


we are not apprised of the internal figures of General Aniline, and we 
are therefore in no position to have our financial experts determine 
what would be the real sales price of that company. 

\oreover, we are not pleased with the present management, and if 
we are going to have a sale to be made within a whole year we would 
want the best possible American management running that company 
for that year, and not the Government. 

Mr. Smrrney. You would prefer that the provision remain as it is? 

Mr. Wiison. | would. 

Mr. SmirHey. Thank you. 

Mr. Narrn. I would like to ask one question, Mr. Wilson. Do you 
think it conceivable that the language could be so amended as to 
permit the representatives of any person seeking recovery of property 
to go into a business and, parallel to the Government, manage it, which 
would overcome the objections made by Mr. Derby and by the union, 
in order that the record owner might apprise himself of the true value, 
with perhaps the safeguarding of national interest secrets which might 
be determined by the Department of Justice or the President? 

Mr. Witson. | am going to answer your question, Mr. Nairn. Of 
course, I do not labor under the apprehension that there is any risk 
about the secrets, but assuming arguendo the hypothesis that in an 
abstract case there is such a risk, | want to say that the method which 
you suggest has—and this is no criticism of you--some degree of 
artificiality because it is not the normal operation of a business, mind 
you, we must sell this business at the best possible figure, which means 
it must not be a distress sale; it saad not be a forced sale; it must not 
be a sale which is anything less than the sale of property bv a Daal 
seller to a willing buyer, each acting completely voluntarily. 1 fear 
that any qualifications upon the free exercise of the rights of owne rship 
in the property will jeopardize the accomplishment of the full objective 
which | think an owner is entitled to accomplish m such a situation. 

Senator Dirksen. Thank you, Mr. Wilson. 

Mr. Masaoka, is your statement very long? 

Mr. Masaoxa. I will summarize it with your permission. 

Senator Dirksen. If you do not mind, if it may take a little longer, 
let me put Mr. Bergeron. I think he wants to testify only 5 minutes, 

Is Mr. Kephart here? 

How long will vou testify? 

Mr. Kernarr. About 10 minutes. 

Senator Dirksen. It is the purpose of the chairman to conclude at 
five o’clock. So we have 35 minutes to hear 3 witnesses 

Will you identify yourself for the record? 


) 


D0478— 54 14 


204 RETURN OF CONFISCATED PROPERTY 


STATEMENT OF RAOUL BERGER, ATTORNEY AT LAW, WASH- 
INGTON, D. C. 


Mr. Bercer. Thank you, Mr. Chairman. My name is Raoul 
Serger. I was engaged in the private practice of law here for a 
number of years with the Government. Since I left the Government 
I have had a particular interest in matters of alien property. 

Senator Dirksen. You were identified with the Office of Alien 
Property at one time. 

Mr. Bercer. I was at one time with the Office of Alien Property. 
May I say first that I am in hearty accord with the purpose of the 
bill and with the motives that led you and Secretary Dulles to recom- 
mend the passage of the bill, not only on international grounds but 
on sound practical grounds of administration. 

The agency is unhappily, for lack of manpower and other reasons, 
as you know, burdened with a mountain of claims. I believe that 
this device for returning this property and having any claims as to 
ownership decided outside of the Alien Property Administration 
enormously simplifies the task of administration and should enable 
you to close out the Alien Property Office earlier. So to my mind, 
that is an additional increment of value there. 

I am addressing myself to just one safeguard respecting the rights 
of Americans in the return mechanism. I wholeheartedly approve 
. of the mechanism for administrative simplicity. As you know it is 
proposed to make a return roughly speaking to the holder of record, 
and then should any other claimant assert an interest, the courts 
are open to him expressly by the proposed bill, so he can come in and 
have his claim established, 

There is just one situation in which an American might suffer by 
virtue of past history and which I am sure you would want to know 
about. This is the situation in which the American returnee had 
earlier sued the Custodian for a return. As you know, anyone who 
sues the United States has one strike on him. The United States 
comes in in all its majesty. It enjoys the confidence of the court. It 
enjovs other procedural advantages. 

Let me first say, as Justice Jackson said, that the Government as a 
party, ‘can exert an unctuous persuasiveness because it can clothe’’ 
its case “‘with a public interest.’’ This is suggested should you not 
be fortunate enough to pass this legislation. There ought to be a 
remedy. 

Moreover, American claimants come into court with a burden of 
proof of ultimate persuasion. Most of the cases turn on allegations 
that the American has conspired or the Swiss has conspired with the 
German to defraud the United States. 

So, although the norm is that fraud is never presumed, that every 
presumption is in favor of innocence, in an alien property case where 
there has been a seizure with a strong hand, an American is faced with 
the presumption of fraud. That is deplorable. 

I may say the Supreme Court said in a somewhat similar situation 
that a rule like that is a “‘subversion of one great principle of social 
security, to wit; that every man should be presumed innocent until 
he is proved guilty.”’ 

It is little wonder that in some cases) Americans have not been able 

persuade the courts, fired with the zeal of national interest and 








RETURN OF CONFISCATED PROPERTY 205 


national security, that they were innocent and that the property 
should be returned to them, This is the core of the case that I am 
putting to you. 

I think that in a suit between a German claim and—this is after 
you return it—and an American to whom the return is made, the 
force of prior adjudication against the United States should not weigh 
against him. I think an American vis-a-vis a German deserves a 
fair and clear opportunity to litigate standing on his own feet, unim- 
peded by all the weight of that prior decision which was loaded, really. 

I suggest to you it can be accomplished very readily by simply 
saying that in any suit brought after a return, a prior adjudication 
in a suit by the United States against the returnee, shall be without 
prejudice and that he shouid have a trial as between normal private 
parties. 

I may say in one case with which I am familiar I believe the Gov- 
ernment officers themselves would hesitate to say that the Germans 
were more truly entitled to the property than the alleged American 
cloak, so in that case we are adjudged to be cloaks. 

I urge you strongly, Mr. Chairman, and your committee, to con- 
sider that an American faced with the burden of proof, faced with 
other procedural obstacles in fighting the Government, should have 
a chance in court to establish his right to the ownership in an unloaded 
suit against the German. 

I thank you, sir. 

Senator Dirksen. Thank you, Raoul. 

(The statement of Raoul Berger is as follows:) 


STATEMENT BEFORE SENATE JUDICIARY COMMITTEE, JULY 2, 1954 


My name is Raoul Berger. I was formerly General Counsel to the Alien 
Property Custodian and am now engaged in the practice of law in Washington. 

May I say first that I am in hearty accord with the purpose of this bill. It 
harmonizes both with international law and our own century-old tradition of 
respecting the private property of enemy nationals. Moreover, we have poured 
several billion dollars into the rehabilitation of Germany, and it makes no sense 
whatsoever to singie out for confiscation the property of German nationals who 
embarked their own assets in business ventures in the United States, ventures 
which helped to expand the national economy 

However, I venture to suggest clarification on one point, Take the case where 
the Alien Property Custodian seized property from Americans, alleging that. it 
belonged to German: In such case, 8. 3423 provides, roughly speaking, for a 
return to the record holder, i. e. the American. It further provides that the 
return shall not bar the prosecution of a suit against an American returnee to 
establish an interest in the property It is just and proper that a German who 
claims ownership should be allowed to sue the American who obtained a return 
in order to establish his claim, 

But in one situation it is necessary to insure that the German claimant reaps 
no unfair advantage. This is the situation in which the American returnee had 
earlier sued the Custodian to recover the property and lost. In such a suit, the 
American, to borrow the phrase of Justice Jackson, was faced with the fact that 
the Government, as a party “can exert an unctuous persuasiveness because it 
can clothe” its case ‘“‘with a public interest.”’ Dalehite v. United States (346 U.S. 
15, 52 (dissenting opinion)). A still more serious obstacle was that the American 
claimant had to carry the burden of proof, i. e. of ultimate persuasion. Von 
Zedtwitz v. Sutherland (26 F. (2d), 525, 526); Draeger Shipping Co. v. Crowley 
(55 F. Supp. 906-912). Since such cases generally turn on allegations that the 
American claimant had conspired with the Germans to defraud the United States, 
the imposition of the burden of the proof on the American constitutes a deplorable 
departure from the rule that fraud is never to be presumed. Davis v. Commis- 
stoner of Internal Revenue (184 F. (2d) 86, 87 (C. A. 10)). The Supreme Court 
said of a similar burden that it is a “subversion of one great principle of social 
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avoid the penalt Cur gs v. M yuri, 4 Wall, 277, 330 It. is 
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ading the court of their complete i 

An American to hom a return is made should have a chance to prove his right 
proper ! peded b he influence exerted by the United States as a 
irl a 1 I rhe nyu ru \ en yperate 1n its favor. Though I do 
helic ha e German claimant could in a suit against the American re- 
n e the prior judgment for the United States as res judicata, I believe 
s Lai cl indfall by an express provision that in a suit 
between a German and an American returnee, a prior judgment rendered in favor 

CY ( \ r i ill be without pre judice 
I ( ‘ perty t hich ¢ American lays claim, it is only 
hat he should establish his right court without the benefit of a judgment 
obtained through the well-known advantages that the United States enjoys as a 


senator DIRKSEN Now Mr Masaoka. 


STATEMENT OF MIKE M. MASAOKA, WASHINGTON REPRESENTA- 
TIVE, JAPANESE AMERICAN CITIZENS LEAGUE, WASHINGTON, 
D. C. 


Senator Dirksen. Suppose we insert your statement in the record 
and you highlight it for us. You have appeared before this subcom- 
mittee previously, I believe 

Mr. Masaoka. I have, sir. In fact, Mr. Chairman, last July when 
I first appeared before the subcommittee I deplored the fact that in 
almost every case, in fact with only one exception, all the cases and 
all the bills were in favor of Germans and Austrians, and somehow 
the Japanese were left out. At that time you assured me that in any 
legislation which would come out of this subcommittee and committee 
the Japanese as well as the Germans would be treated alike. I want to 
commend you for your statement, and I want to say that in terms of 
international foreign policy, it has meant a great deal to the people of 
Japan and of Asia because when obvious oversights are made they 
have been used by the enemies of America against the United States. 

Inferences have been made that America is concerned only about 
Europeans. ‘Thus, in terms of this legislation, as Secretary Dulles 
pointed out today, this is a weapon in our foreign policy. 

Most of the discussion thus far has been concerned with German 
properties, and the Japanese properties appear to be incidental. 
They may be incidental, sir, in terms of money, in terms of dollar value, 
but as our President repeated last week, Japan is in vital need of 
dollars, and unless she gets our aid the Pacific will become a Commu- 
nist lake. 

This legislation in a sens will vive to Japan badly needed dollars, 
and therefore it ought to be passed. It ought to be passed not only 
because it is right in terms of our historic policy, not only because it 
is right in terms of international law and usage, but because it is an 
important strategic weapon today in our fight to keep Japan within 
the free orbit 

Speaking specifically about the bill, sIr, | would like to begin at 
the end of my statement and work backward 

There has been much discussion about the technical and adminis- 
trative difficulties in this legislation. If it becomes necessary for 
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your committee to abandon this bill at this time for any reason what- 
soever, | would like to suggest that your subcommittee consider the 
suggestions made not only by you but also by Mr. Dulles, that the 
smaller claims involving insurance, bequests and the like, of the 
Japanese as well as the Germans, be returned. A limit, $10,000 or 
what not, could be imposed. But this would establish a preeedent 
that other property will also be returned. It would inaugurate the 
program on a small scale, but, most important, it would give to the 
people who need the money most in Japan American dollars at a time 
when such dollars would help the economy of Japan and in part, at 
least, relieve our Government of the responsibility of speriliie dollars 
for Japan. 

In a certain sense, I disagree with our distinguished Seeretary of 
State. I believe that property ought to be re turned to both enemy 
governments and to war criminals. This return is a matter of grace. 
If it is a matter of grace, I think we ought to take into consideration 
the fact that the Governments of Japan and Germany today are in 
spirit not successor governments of Nazi Germany or Fascist Japan. 
These Governments were practically built by the United States. If 
we are going to return money to the private citizens because it is 
going to help the economy, certainly by returning whatever funds 
are available to the Government, you are helping the economy again. 
I must confess that of my own knowledge I do not know whether the 
Japanese Government has any of her own property in custody here 
or not at the present time, but as a matter of principle I think we 
ought to recognize that democratic governments, sponsored by our 
own Government, ought to be given consideration in this legislation. 

I think the same is true for war criminals. There is a question of 
just exactly whether the war-crime trials themselves were legitimate 
or not, but more important, there are all kinds and varving degrees of 
war criminals. Some were sentenced to death. Others have now 
served their short sentences and are released. Others have been 
paroled and still others have been released for one reason or another. 
To lump all of these war criminals together and to deny to all of them 
arbitrarily any rights whatsoever in the return of this property, we 
think is rather unfair and inconsistent with our democratic concepts 
of fair play. 

Now, I come to something which may raise some question, and that 
is this: It is our interpretation as we read section 40 that a return is 
prevented in the case of debt claimants and their only recourse is to 
the courts. 

Senator Dirksen, you are familiar with the bill which we introduced 
to dismiss the claims. I make now a plea for American citizens of 
Japanese ancestry and their parents in this regard. We say in this 
particular situation that where the rights of American citizens and 
resident aliens are concerned, they ought to be given prior considera- 
tion, regardless of the technical aspects, the legal features, and so on. 
I cannot go into them because I am not an attorney. The fact of the 
matter is that American citizens, some 17,000 of them, with their alien 
parents, desposited dollars in prewar Japanese banks in the United 
States. Our Government seized those dollars and vested them and 
holds them today under the Office of Alien Property. We say that 
this amount ought to be returned on a pro rata basis to American 
citizens and resident aliens in the United States. 
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That, simply, is our story 

Senator Dirksen. Mr. Masaoka, let me ask Mr. Creighton, whom 
I see here, what the situation is on all those debt claims that were 
identified with the Yokohama bank and the Sumitomo bank and 
there were some others. 

Where are we on that situation now? 

Mr. Tuomas H. Cretaurton, Jr. (Chief, Claims Section, Office of 
Alien Property). They are still pending. The bill passed the Senate. 
We asked for certain amendments because we thought that the bill 
that we originally asked you to introduce, which you introduced, did 
not go far enough in order to avoid certain procedural difficulties, 
and certain amendments were submitted to the House. The bill has 
never been taken up by the Interstate and Foreign Commerce Com- 
mittee of the House. Whether they will hold any hearings or not, 
I do not know. 

Senator Dirksen. Mr. Masaoka, you will remember I made it 
clear at the time of the hearings last July that I would be the last 
to be sumptuary in my approach to a matter of that kind, but the 
figures that were related to us at the time indicated that so many 
of these were $5 and $10 claims, where the cost of processing and the 
cost of publishing and the cost of finding the claimant would more 
than exceed the whole amount of the claim. I suppose in strict 
morals and justice no one should quarrel about what the cost is if 
there is a moral restitution to be made. 

Frankly, I was not in that respect very happy about the approach 
that we took. What we were seeking to do, of course, was to diminish 
the workload of the Alien Property Office after the testimony indicated 
that it might be a continuing operation for as much es 50 years. We 
were dealing with a terrible, realistic situation and wondering what to 
do and still avoid an arbitrary approach. It seemed almost impossible 
to do so. 

Mr. Masaoxa. Mr. Senator, we appreciate vour concern and we 
think now that tis may be the answer. There are dollars there. 
Why not give it back on a pro rata basis without all the legal tech- 
nicalitvy of prewar valuation, exchange rate, and so on? We think 
that might be the quickest solution. 

Senator Dirksen. Thank you, Mr. Masaoka. Your complete 
statement will be filed in the record. 

Senator Henpricxson. Before Mr. Masaoka leaves, I would like 
to say to him that I share some of his views in respect to the problem 
of the war criminals. I think each one of these cases has to stand on 
its own feet. Having been in the army of occupation in Europe, I 
think there is quite a difference in the categories of war criminals. 
Moreover, there is and always will be the question of the legality of 
those trials. 

Mr. Masaoxa. The war has been over now for almost 10 years. 
We are trying to keep Japan and Germany in the free orbit. Anything 
that does tend to help that ought to be encouraged and I think this 
legislation does just that. 

I thank you very much. 

Senator Dirksen. Thank you. 

(The statement of Mike M. Masaoka, Washington representative, 
Japanese American Citizens League, is as follows:) 
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STATEMENT OF THE JAPANESE AMERICAN C1TIzZENS LEAGUE ENDORSING 8S. 3432 


My name is Mike M. Masaoka, Washington representative of the Japanese 
American Citizens League (JACL), with offices at 1737 H Street NW, Wash- 
ington, D. C 

The JACL is the only national organization representing persons of Japanese 
ancestry in the United States, with 88 chapters in 32 States and the District 
of Columbia. We also have committees and supporters in the Territory of 
Hawaii and Japan. All of our members are United States citizens; most, but 
not all, are of Japanese ancestry. 

When I appeared before this same subcommittee last July, I called attention 
to the fact that the legislation then being considered by this body, with one 
exception, provided specific benefits only for Germans and Austrians, and not 
for the Japanese. 

At that time, I deplored the obvious oversight which made it appear like dis- 
crimination against Japan, pointing out that such omission militated against our 
foreign policy in that area and could be used by our enemies as another example 
of America’s concern only for Europeans. I expressed the view that both former 
enemy countries should be treated equally as a matter of principle, especially 
since at that time, as it is today, our national self-interest dictates that we aid, 
insofar as possible, the rehabilitation and reconstruction of both West Germany 
and Japan, now our democratic bulwarks in the East and in the West. 

During my testimony, the chairman of the subcommittee, Senator Dirksen 
of Illinois, assured me that any legislation reported by his subcommittee would 
treat both Germany and Japan on an equal basis. 

At this time, we wish to commend Senator Dirksen and his colleagues, Senators 
Jenner of Indiana and Butler of Maryland, for introducing S. 3423, to amend the 
Trading With the Enemy Act to return private wartime vested property to their 
former owners, not only because we believe that this embodies meritorious prin- 
ciples but also because it makes no distinction between Germans and Japanese in 
its remedial prov isions. 

The present critical economic situation in Japan deserves particular mention in 
this regard, for this legislation, by returning vested private assets to former Japa- 
nese owners, Will provide Japanese industry and commerce with at least some badly 
needed dollars 

As President Eisenhower pointed out before the National Editorial Association 
on June 21 (this year), “the Pacific would become a ‘‘Communist lake”’ if Japan’s 
military and industrial potential went under the domination of the Kremlin. He 
declared that to deny Japan financial and commercial assistance at this time would 
be suicidal to our national security. 

Thus, this measure that is consistent with our historic policy regarding wartime 
confiscated property can be an effective instrument of our foreign policy, to supply 
dollars to Japan to aid in her economic recovery. These dollars, incidentally, 
actually belong to her nationals in most cases and not to us since they were vested 
bv our Government during the war and held in custody by the Office of Alien 
Property. 

The time has come to return this property, or its dollar equivalent, to their 
Japanese and German owners. Such a return is in keeping with traditional 
American concepts relating to the integrity of private property, with international 
law and usage, and with the strategic demands of our national self-interest. 

We believe, therefore, that generally speaking, 8. 3423 makes a statesmanlike 
approach to this vital subject. 

We note that the testimony to be heard at this hearing is to be directed and 
limited to the technical aspects of the instant bill, inasmuch as the parent Com- 
mittee on the Judiciary has already approved the general purpose of this legisla- 
tion. We are, of course, pleased that the committee has taken this position 
because it coincides with our own views. 

In addressing ourselves to the bill itself, it should be made clear that the vy ACL 
does not represent any individual claimants or groups against the Office of Alien 
Property or the Department of Justice. Neither is the vACL a technician or 
practitioner in the field. Accordingly, we shall comment in the language of the 
layman and in terms of the principles and philosophies that appeal to us, rather 
than attempt to deal with the legal consequences. 

To begin with, we understand that S. 3423 translates into legislative terms the 
recommendations contained in the final report of the Subcommittee To Examine 
and Review the Administration of the Trading With the Enemy Act of the Com- 
mittee of the Judiciary, United States Senate, that was issued early this year. 
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sible source of irritation and ill will, may we suggest that this provision be stricken 


ALLEGED WAR CRIMINALS 


If privete property is to be returned to all former owners, except those residing 
in Communist or Communist-controlled territories, we urge that classifications 
or categories not be created among such former owners to determine their qualifi- 
cations to receive their wartime vested property 

\s far as the alleged war criminals are concerned, it should be recalled that 
there are many different classes of such convicted persons. Some of those con- 
victed have been paroled, pardoned, or released after serving their sentences 
Some were convicted of what might be described as ‘‘more felonious crimes’’ 
than others 

To lump ali convicted war criminals together and to penalize all of them to the 
same extent certainly is not justice as we understand it. 

Since nice distinctions cannot be made and defended, and since there are grave 
questions in the minds of many as to the legitimacy of these postwar trials, we 
respectfully submit that the prohibition against the return of property to 
convicted war criminals be eliminated 

Again, as with enemy governments, we do not know of our own knowledge 
whether any war criminals are affected by this measure or not; but on principle, 
we cannot agree with this prohibition 


DEBT CLAIMS 


Section 40, as we read it, provides for the return of vested property to title 
owners, leaving debt claimants with a recourse only to the courts. 

We are particularly concerned with the claims of some 17,500 United States 
citizens and resident aliens against the prewar Japanese banks for the return 
of their so-called yen deposits. Though the number of claimants involved is 
large, the aggregate amount is relatively small 

Here, the question is whether the roturn should be made to the Japanese suc- 
cessor banks or to the individual depositors residing in the United States. 

Where such conflicts as this exist, we take the position that the domestic claim- 
ant should be given first consideration, notwithstanding our general position on 
this legislation since the rights of American citizens and resident aliens are directly 
involved in this issue. 

In this particular instance, we submit that since American citizens and their 
alien parents, who at that time were ineligible for citizenship under Federal law, 
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deposited dollars in such prewar Japanese financial institutions as the Sumitomo, 
Yokohama Specie, Yasuda, and oe banks in the United States, they are 
entitled to their pro rata share of the dollars that our Government vested from 
these same banks following the outbreak of war. 

We claim that the dollars belonging to these prewar Japanese banks in this 
country which were vested and are now in the custody of the Office of Alien 
Property should be returned to their American depositors on a pro rata basis, 
rather than to foreign principals. 

We contend that these deposits belong to and are owned by United States 
citizens and loyal resident aliens; these vested dollar deposits do not belong to 
and are not owned by banks in Japan. 

To authorize the return of such property to foreign principals is illegal and to 
force such yen debt claimants to pursue their rights through litigation is to affront 
our own citizens and resident aliens to their discredit and loss. 

To require domestic claimants to seek justice in the courts is to compel them to 
incur unnecessary expense—and shifts to them the burden of litigation that prop- 
erly belongs to the foreign principal. 

It is our belief that it is fundamental in our system of government that first 
consideration be given to our citizens’ interests, then to those of our legal resident 
aliens, before parties residing in another country, no matter how friendly, are 
presented with benefits that rightfully belong to our own people. 


AN ALTERNATE PROGRAM 


Should technical and administrative difficulties make it impossible at this time 
to enact 8. 3423 with the amendments suggested, or comparable legislation, may 
we urge that a bill be introduced and approved by the Congress to provide for 
the return of such minor vested property as insurance benefits and bequests. 

This alternate legislation would demonstrate congressional intention to return 
all property in the near future by establishing a precedent for such action and 
would inaugurate that program on a small scale. 

Several bills providing for such return have already been introduced into the 
Congress, including 8. 151 by Senator William Langer of North Dakota, chairman 
of the Judiciary Committee. 

In addition to authorizing the ‘return of property which an alien acquired by 
gift, trust, annuity, devise, bequest, inheritance, or as a beneficiary of any insur- 
ance policy from an American citizen or national,’’ we would include resident 
aliens of the United States. 

We would also provide for the return of vested property in the form of small 
bank accounts, trusts, pensions, and insurance benefits of German and Japanese 
aliens who once resided in this country and, while here, established such financial 
arrangements. 

If deemed appropriate, a limit of $10,000 could be placed on the amount that 
might be returned to a single alien residing abroad. 

We make this suggestion because our attention has been called to many hard- 
shiv cases demanding such remedial legislation. 

We know, for instance, that there are many Japanese parents of American 
soldiers killed in World War II and in Korea who are denied the benefits of the 
GI insurance their sons provided for them because they reside in Japan, a former 
enemy country that is now an ally. 

If we are correct in our understanding that the return of such personal property 
as these, limited as to amount, will eliminate more than 75 percent of the cases 
now pending before the Office of Alien Property, the Congress will be in a better 
position to formulate an appropriate program for the return of the larger “‘busi- 
ness’’ properties that are presently raising many complicated and legal questions. 

If, therefore, it is not possible at this session to secure the enactment of enabling 
legislation to provide for the return of all property, may we respectfully submit 
that a less ambitious but equally noble program to return such minor items as 
small bank accounts, insurance bequests, ete., be enacted immediately. Such a 
remedial measure would help those most in need in both West Germany and in 
Japan who have had their property vested by this Government during a war that 
ended almost 10 years ago. 


Senator Dirksen. Mr. Kephart, I think you will be our concluding 
witness. 
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STATEMENT OF C. I. KEPHART, ATTORNEY-AT-LAW, SHADY SIDE, 
MD. 


Mr. Keruarr. Gentlemen of the subcommittee, I am C. I. Kephart 
of Shady Side, Md., attorney for Austrian claimant, Karl Friedrick 
von Frank, who lives not only in Austria but the Soviet Zone of 
Austria. I have not heard anything said so far about such people, 
such claimants. They may be very few. It is safe to say that not a 
one of them is a Communist. 

My client’s claim is for the return of the basic sum of $25,000, with 
interest if allowable 

Senator Dirksen. Will you indulge me for a moment? I had 
mind the very situation to which you will address yourself. 

Mr. Kepuarr. I am coming to that. 

Senator Dirksen. What was in my mind in connection with it was 
this: Exactly how administratively do we take care of those people 
in an area where, under present rule at least, there is a possibility of 
socializing all the property so that the returnee would in fact get no 
benefit and it would go instead to an overriding, intruding govern- 
ment that has taken over in the Eastern Zone of Germany? 

KepHart. I think I have the answer to that a little later. 

Mr. Narrn. May I interrupt, too? It seems to me, Mr. Kephart, 
that maybe the Secretary of State cleared that problem up by stating 
that Austria in his opinion was no bar and if his testimony is taken 
at its face value and the word ‘‘Austria”’ is stricken from the bill that 
would take care of that. 

Mr. Kepuarr. I am coming to that, also. Thank you. 

This money was bequeathed to Mr. Von Frank in 1940 by the late 
Claude W. Kress, an American five-and-ten-cent-store magnate, for 
genealogical service and the compilation of the published monumental 
genealogy of the Kress family. I think about 1943, it was impounded 
or seized by the Alien Property Custodian and vested in the Govern- 
ment. 

My talk goes solely to the words, “‘or Austria’ in line 23 of the bill. 
I deem it very unfair and unjust to apply the same prohibitive rule 
against such returns to claimants living in that part of Austria occu- 
pied by Soviet Russian armies as to residents in Eastern Germany 
or countries unfortunately similarly situated. 

Austria is unique in being the only European nation invaded by 
Soviet armies that today maintains and operates its own government 
in control of its internal affairs, except insofar as foreign armies 
exercise police measures in behalf of their own governments. Here, 
citizens are not Soviet-dominated in their daily normal living habits, 
unlike the people in the other satellite countries. The censorship of 
mail through the Soviet zone was lifted last year, 1953. 

My client maintains a sizable establishment near Amstetten on a 
free travel route between Salzburg and Vienna in the Soviet zone of 
Lower Austria. When the Russian armies overran Lower Austria 
they seized all of his movable property, mainly his livestock, ma- 
chinery, vehicles and equipment, but fortunately not his library, for 
he is a historian and the leading genealogist of Austria. It was he 
who found by research that Hitler was the illegitimate child of a man 
named Schicklgruber, a paperhanger, and that he took his mother’s 
maiden name. The Nazis did not receive this information kindly, 
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with the result that my client’s papers were seized and he was put 
in jail for 2 months. 

This claimant is a middle-aged man, with an estate to maintain, 
including three young children to rear and educate. He urgently 
needs installments of this money for those purposes. Knowing the 
fundamental objectives of the ¢ iasmabiaaa I do not expect them ever 
to withdraw from any foreign country over which they gain dominance 
without outside force or indirect force being applied. This means 
that, unless my client can receive some benefit from this money now, 
he may never receive it during his lifetime. I, of course, corresponded 
with this man over many years and spent 3 days with him at Salzburg 
in June 1950. He is a very worthy man in every respect. 

He should receive regular installments of this money through a 
trustee satisfactory to this Government in this country or abroad, 
either myself or someone else. In Austria, any such money received 
by him undoubtedly would be kept in banks or other financial institu- 
tions in the city of Salzburg, in the American zone, where he has a 
competent local representative to handle his affairs whom I also met 
in 1950. 

In the light of the foregoing situation, I respectfully request that 
the words “or Austria’’ are stricken from page 2, line 23 of this bill, 
as was intimated by Secretary Dulles, and I might say that I am 
highly pleased that he apparently supports my viewpoint. 

If some safeguarding provision should be deemed to be desirable 
for fear that such money transmitted to claimants maintaining homes 
in the Soviet Zone of Austria might get into Communist hands, then 
some such words as the following might be inserted after the words, 
“in respect of the same property,” on page 10, line 9 of the bill: 
except that monetary returns to claimants in the Russian zone of occupation in 
Austria shall be made in suitable periodic installments through duly qualified 
trustees or agencies to assure that they reach the claimants in fulfillment of their 
current necessities. 

The trustee could be the Treasury Department or a private indi- 
vidual, even a bank in Salzburg. That is a detail to be worked out. 

The size of the installments could be worked out. They could go 
monthly, let us say. 

These simple changes should serve the purpose for which I contend. 
It is safe to say, as I said before, that not one such claimant is a 
Communist and that each would exercise every precaution to keep 
his money safe from seizure there by Communist authorities by 
deposit in Salzburg or some other place in the American or British or 
French Zones. Salzburg in this case would be the logical place. 

It would be within the power of such a trustee in this country—or 
over there, as a matter of fact—to withhold any instellment remittance 
if he suspected that even one had gotten into improper hands, until 
more rigid arrangements had been made, and that is implied in the 
wording suggested above. 

Under this proposed bill the Alien Property Custodian or the 
proposed new Commission could find, if it so chose, that since claimants 
in the Russian Zone of Austria are so unfortunate as to live there 
and could not get hold of their money under the provisions of the 
bill, it would be useless effort to reopen their cases and reinvest title 
to their money in them, even though their claims may be just as good 
as those of claimants in the American Zone. This unjust situation 
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would be cured by my suggested amendment to provide trustees to 
handle such returned money to claimants in the Russian Zone and 
return the money to them in periodic installments. 

It is hoped that the Congress may see its way clear to withdraw 
these distinctions between claimants living in the Soviet zone of Austria 
and those living in the Soviet-dominated countries named because of 
the former’s less restrictive conditions. Failure to do so would create 
a harsh injustice for all such Austrian cleimants. 

I think it is safe to say they need the money because the Russians 
do not let them have much beyond living necessities. In my case, 
my client could buy his clothing for himself end family in Salzburg; 
he could educate his children in Salzburg and spend his money right 
there in Salzburg, except what he might heve to use locally for eggs 
or butter or something of that kind if he could get it. 

You could trust the man to keep his money sefe, whether it be here 
or in Salzburg. 

That is the essence of my case. It is sin ple, 2s vou will see, and | 
hope that if this is the only case, there n 2) be a few others, it will not 
be lost in the mass of testimony thet has gone heretofore. 

[ could meke 2a few renerks on the question of constitutionality 
and windfalls and so on if you think we have the tire. 

Senator Dirksen. If you will make them very, very brief. 

Mr. Kepuarr. As I understand, ell of this property has been vested 
in the Federal Government without eny restrictions whatever. As 
all lawyers know, in 2 cese in court if the pleintiff cannot recover the 
physical property he seeks, he may be required to receive money or 
its value in lieu thereof. That ealweys hes been constitutions! 2s far 
as I know, and why could that not be applied here where the Federal 
Government hes the right to return out of either property or money 
under the principle of grace? 

Let us take a corporation of $10 million value in 1942, 12 years ago, 
and worth $40 or $50 million today. Obviously, such a plant has 
been tripled in size—the last two-thirds at no cost whatever to the 
original owners, no cost whatever. Are we basing these claims on the 
value today or on the value at the time of seizure? The time of 
seizure is the basis of all claims, it seems to me, and the value at that 
time, $10 million, not the $40 million today. That is something 
which has accrued since seizure. 

It would be proper, of course, to apply an inflation factor of 60 
percent because the inflation has occurred since that time. That 
would run it up from $10 million to $16 million. We could then 
apply 3 percent interest and that would bring it up to $24 million or, 
if you wanted to apply 6 percent interest, to $32 million. It seems 
to me that is all that any claimant could expect, and anything that an 
industry might bring in the market from American purchasers in 
excess of that sum it seems to me should go into the United States 
Treasury. The $24 million or $32 million to the foreign owner at the 
time of seizure is certainly a square deal and all that he could expect. 

You can draw from what I say, ::entlemen, that I do not favoc 
returning plants as such over to foreign owners. 

Senator Dirksen. Of course it does involve the question of earnings 
if they can be ascertained. 
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Mr. Kepuarr. The rule that I suggest could apply to the monetary 
side of it. If you are going to return the money, you can apply the 
inflation factor and some rate of interest. 

Senator Dirksen. Of course the inflation factor is a very elusive 
thing, as you know. 

Mr. Kernarr. The Bureau of Labor Statistics could determine 
that. 

Senator Dirksen. Thank you, Mr. Kephart. 

Mr. KepuHarr. You are welcome. It is a pleasure to have been 
able to testify. 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 19, 1954. 
Hon. Everett McKIniey DIrKkseEn, 
T nited States Se nate, Washington, 5. E>. 


DEAR SENATOR DrrKsEN: I am enclosing copy of a request that the attached 
statement in support of 8. 3423, a bill to amend the Trading With the Enemy Act, 
be included in the records of the hearings. 

With kindest regards, I am, 

Sincerely, 
WiLuraAmM LANGER, Chairman 


STEUBEN SocreTy OF AMERICA, 
NATIONAL COUNCIL, 
. New York, N. Y., Ju y 2, 1954 
Hon. WriLurAmM LANGER, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: We would eppreciate your inserting the attached statement 
in support of 5. 3423, a bill to amend the Treding With the Enemy Act, in the 
records of the hearing on this legislation now before the (‘ommittee on the Judi- 
ciary of the United States Senate. 

Thanking vou, I am, 

Sincerely yours, 
(Miss) F. J. BLANK, Executive Secretary. 


MEMORANDUM OF THE STEUBEN SOCIETY OF AMERICA IN SuPPORT OF A Britt To 
AMEND THE TRADING WITH THE ENEMY AcT As Set FortuH In 8. 3423, &83p 
CONGRESS, 2D SESSION 


Mindful of the fact that hostilities between the United States of America and 
its enemies ceased more than 8 years ago and also mindful of the fact that enemy 
nationals have been deprived of the use of certain property by virtue of the dictates 
of war requirements; and knowing that the purposes which dictated the imposition 
of such restrictions no longer hold since commercial relations with enemy nations 
have been reestablished; and since it is to the best interest of the United States of 
America to promote better relations with former enemies at this time when 
friends are urgently needed, the Steuben Society of America urges the adoption 
of bill S. 3423, 83d Congress, 2d session. 

The bill as proposed appears to provide quite fully for the owners of the prop- 
erty involved and at the same time gives adequate protection to our own Govern- 
ment for expenses incurred in carrying out its purposes. 

However, some thought should be given to adding to page 3, first line, after the 
words “by German denazification courts”? the following: ‘‘or to any known Com- 
munist or other subversive.” 

The proposals heretofore made, we believe are in the best interests of the general 
public and in line with the intent of the supporters of the bill to amend the Trad- 
ing With the Enemy Act when originally proposed. 

Respectfully submitted. 
STEUBEN Socrery OF AMERICA, 
Ropert F. Horocs, 
Natienal Chairmen. 
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Unirep STraTEes SENAT! 


COMMITTEE ON THE JUDICI 


Washinaton. DD. ¢ 


Dear Senator: Herewith is a copy of a letter I have received from Mr 


William D. Denson, Tower Building, Washington, D. ¢ ( S. 3423 to amend 
the Trading With the Enemy Act 
\T +f } ; lat? . q y ? 
\ Ir pect request that his | er be corpnorated in the re ord 
~ ere ours 
THOM C. HENNINGS, J! 
United Stat Senator. 














States Sena Wi m, D. ¢ 

Dear S »F It is respectfu requested that this letter be incorporated 
into the record of t] hearings held July 1 and 2 on 8S. 3423 to amend the Trad- 
i \\ e Enemy Ac 

I ‘ vritt “ Mrs. W Dens and Mr. Edwin 
Sierst t re f ene aries ae an estate in the amount 
of $2 the Brooklyn Trust & Savings 1 the City Farmers Bank 
& Tr (‘o.. of Brooklvi N. ¥ ( us hem by their great-grand- 
f er, Edw EF. Know n, an American citi Denson is an American 
citize 1 has two ¢ who are American citizens Mr. Sierstorpff will 
by America citizen shortly The pr pert, which was left to them by their 
great-grandfather was vested in W { War II at a time when both Mrs. Denson 
and Mr. Sierstorpff were minors. The property at all times was in the United 
States and never at any time was used or could be used for war purposes. Mrs 
Denson and Mr. Sierstorpff natura have a vital interest in anv legislation 
that affects the property tha ad been vested during the war by our Government. 

The subs imittee in the Final R Subcommittee To Examine and 
Re Ad stration of tl I th the Enemy *t has recognized 
the erit and justice of a retur f the vested property and 8S. 3423 has been 
introduced Tec late su 1 pu 

At the hearings on July 1 and July 2, however, Hon. Dallas S. Townsend. 
Assistant Attornev General. Office f Alien Property, raised certain questions 
and this letter is addressed to those questions. 

Q \“ ion | In view of the fact that some property has appreciated in value, 
the return of such property would mean giving former enemy nationals ‘‘a bonus 
iris tr a var ought on by their overnment.’ , 

In answer to this, it is respectfully pointed out that during the period of vesting 





the owners of the property were denied the use of it and our Government, properly, 


had the opportunity of using the property vested in furtherance of the purpose 


of aiding the war effort Further, the theory of the Trading With the Enemy 
(ct, as originally enacted, was that of a custodial relationship with the purpose 
of returning it to the former owners, so that a return of the original property, 
whether it has increased or decreased in valuation, would be completely in line 

the original purpose of the act In addition, other property has decreased 
in value, and a return pursuant to 8. 3423 would be a return of such decreased 


property. 

The property of Mrs. Denson and Mr. Sierstorpff, which was vested, does not 
fall into the category of property that has increased in valuation so that to the 
extent that this objection argues for the nonreturn, it should not apply to property 
such as that herein. 

Question 2. Ninety-twe percent of the claims are for holdings of $10,000 or 
less and the return should be limited in amount. 

In answer to this, I respectfully point out that if our Government should 
decide that justice and equity require the return of the private property which 
had | , then such property should be returned regardless of the amount 
involved. Certainly, we have never subscribed to the soak-the-rich theory that 
stice or equity is related to the amount of the property which is involved. 

The property of Mrs. Denson and Mr. Sierstorpff is of a valuation of approxi- 
llion and the return limited solely to a much lesser amount would 


Ct 1 vested ) 
| 
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not provi le equity to hese persons 
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Question 3. It would be against the national interest to return to large businesses 
which had been vested and which are now a part of our economy although 8S. 3423 
provides that the President may require any owner or owners to divest themselves 
of every kind of interest in said property to citizens of the United States within 
12 months from the date of return, there is the danger that the former owners 
may succeed in using American citizens or companies as a cloak for foreign in- 
terests so that the business would eventually be again controlled by foreign 
citizens 

In answer to this, it is respectfully pointed out that our Government should 
assume that the administration of any forced sale which the President directs 
would be accomplished in such a way as to guard against the danger to which 
Mr. Townsend has referred 

Further, the property of Mrs. Denson and Mr. Sierstorpff is not a business but 
rather personal property which was left by an American citizen to his loved ones 
so that none of the questions presented concerning the effect of the return of a 
business such as General Aniline, Schearing Corp., etc., has any relevance to the 
justice and equity of the return of the property to Mrs. Denson and Mr. Sier- 
storpff. Even if our Government should decide that the public interest does not 
require a return of these businesses to their former owners, there is still no 
public-interest reason why our Government should not return other property such 
as the property herein referred to, to the full amount. 

In view of the above, it is respectfully and earnestly suggested that the national 
interest would be served by the enactment of legislation which would return vested 
property such as the property which was vested from Mrs. Denson and Mr. 
Sierstorpff. 

Respectfully yours, 


Wituiam D. DENson. 


(Norr.—lIdentical letters from William D. Denson were filed for inclusion in the 
record, addressed to Hon. Everett M. Dirksen, a United States Senator from 
Illinois; Hon. Robert C. Hendrickson, a United States Senator from New Jersey; 
and Hon. Estes Kefauver, a United States Senator from Tennessee.) 


Senator Dirksen. Gentlemen, the hearing is concluded. 
(Whereupon, at 4:55 p. m., the hearing was concluded.) 
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[Cablegram] 


Toxyo, July 14, 1954. 
Senator Everetr DrrKsEN 
Senate O fice Bul ling, Washington, D. ¢ 


nderstand legislation now pending before your committee proposes to author- 
ize Alien Property Custodian to pay claims of Japanese prewar owners. We 
endorse this action heartily in the interests of Japane se economy and good will 
between the two countries as we do not believe private property should ever 
have been expropriated to pay government obligations. However this is to call 
your attention to fact that the interests of approximately 250 American corporate 
and individual claimants in Japan deriving from peace treaty provisions should 
be considered in final settlement of Japanese claims in America. Total of 
American claims filed in Japan equal approximately $51 million against Japanese 
claims which we understand total some $65 million. Payments to American 
claimants are in yen which are controlled and not remittable. In view of dollar 
payments proposed your legislation the American Chamber of Commerce in 
Japan urges in fairness to American claimants in Japan that United States pay- 
ments to Japanese be conditioned upon formal Japanese Government commitment 
to make their claims payments in freely convertible and remittable funds 

\MERICAN CHAMBER OF COMMERCE, JAPAN, 


FRANKFURT A/Matn-EscuersHeim, May 12, 1954. 
Subject: Hearings on the confiscation of German private property in the United 
States of America. 
Hon. Everett McKInLeyY DIRKSEN, 
Chairman of the Spec zal Subcommittee of the Committee on the Judiciary, 
United States Senate, W ashington, dD. 


DEAR aes I have been reading, with profound interest, the hearings 
conducted before the subcommittee sitting under your chairmanship, and would 
like to express my appreciation of, and admiration for, the extreme diligence with 
which the problems on hand were discussed. 

In view of my varied experience dating back over a number of years I can clair 
to be an expert on the subject of foreign confiscation legislation relating to German 
property, having made a special study of the practical application thereof by the 
various Administrations of Enemy Property. For this reason, the letter which the 
Deputy Attorney General, Mr. William P. as. addressed to Senator Williasn 
Langer, chairman of the Committee on the Judiciary, on July 17, 1953, (pp. 264—- 
266 of the hearings) captured my special interest 

I trust you will not take it amiss that I venture to call your attention to the 
fact that this letter contains a number of factual errors which quite likely—and 
in one case indeed clearly—did something to influence the findings of the Senators 
forming the subcommittee 

(1) In his letter, the Deputy Attorney General refers to the terms of the Paris 

teparation Agreement of January 1946, going on to say, among other things: 

‘The policy of the Paris Reparation Agreement against returns of seized 
property to Germany and in favor of their use for reparations was recognized in 
the Convention on Relations with the Federal Republic of Germany, ratified bv 
the Senate on July 1, 1952,” * * * 

This statement would not appear to be correct. 

In the Convention on the Settlement of Matters Arising Out of the War and the 
Occupation the relevant passage in chapter 6, article 3, reads as follows: 
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“ARTICLE 3 


(1) The Federal Republic shall in the future raise no objections against the 
measures which have been, or will be, carried out with regard to German external 
assets or other property, seized for the purpose of reparation or restitution, or as a 
result of the state of war, or on the basis of agreements concluded, or to be con- 
cluded by the three powers with other Allied countries, neutral countries or former 
allies of Germany.” 

The fact that the Federal Republic under article 3 above shall in the future 
raise no objections against the confiscation of German private property in foreign 
countries means nothing more than that the Federal Republic is thereby conform- 
ing to the circumstances prevailing at the moment; surely nobody will expect it to 
recognize such confiscations as a point of law. 

It is my contention that the passage “‘shall in the future raise no objections”’ 
must not be construed as representing a recognition in the way in which the 
Deputy Attorney General would have it. 

It would appear that this erroneous notion expressed by the Deputy Attorney 
General was taken up by Senator Robert C. Hendrickson in his observations on 
the final report of the subcommittee; inter alia, he has made reference thereto in 
substantiation of his objections against the conclusions of the report. 

(2) The Deputy Attorney General has substantiated his objections against 
Joint Resolution No. 92 by saying, among other things, that in his view, in the 
event of a release of German private property in the United States, the assets 
released would, in a large number of cases, again become subject to confiscation 
in some third country under the terms of agreements concluded with other 
countries, and would not, in any case, revert to the former owners; as a special 
example in this context he mentions the estimated amount of US $110 million which 
was vested in the United States from individuals and firms in Switzerland. On this 
point, he expresses himself as follows: 

“Property returned to such persons and firms would be subject to the German- 
Swiss agreement of August 26, 1952, which provides, among other things, that 
the Swiss Government will liquidate all German interests in Switzerland and turn 
over to the German owners thereof from one-half to two-thirds of the realized 
proceeds. The portion to be withheld by the Swiss Government is to be used for 
the reimbursement of Swiss wartime creditors of Germany. Thus the return by 
the United States to persons and firms in Switzerland of vested property claimed 
by Germans would bring about a windfall for certain Swiss creditors of Germany. 
In the case of property returned to Swiss persons and firms for which the German 
claimant failed to come forward, all of the property would remain with the Swiss 
returnee.”’ 

(a) The German-Swiss agreement mentioned is dated August 26, 1952. 

(b) This agreement was concluded for the very purpose of avoiding the liquida- 
tion of German private property in Switzerland, as originally agreed upon between 
the Allied Powers and Switzerland under the terms of section I, clause 1 of the 
Safehaven Treaty of May 25, 1946. 

It is correct to say that in redemption of the Allied reparation claim the Gov- 
ernment of the Federal Republic paid an amount of 121.5 million Swiss francs 
(pt. I, art. 1, of the German-Swiss agreement), which it took up by way of a loan 
from a Swiss banking syndicate, and it is likewise correct to say that the German 
owners of assets in Switzerland are voluntarily making available to the Federal 
Republic 334 percent of their property toward repayment of the credit taken up 
(pt. III, arts. 3 and 4 of the German-Swiss agreement). Any German not wishing 
to part with this amount of 33% percent duly gets his entire Swiss assets transferred 
to the Federal Republic without any deduction (pt. IV, arts. 8 and 9 of the 
German-Swiss agreement). 

On the other hand, it is not correct to say that the German owners of assets 
held, by the intermediary of Switzerland, in the United States of America would, 
were these assets to be released by the United States Government, in Switzerland 
receive only one-half or two-thirds of such assets as may have been released in 
the United States of America. Apparently, the Deputy Attorney General is 
making reference to article 4 (1), clause 3, of the German-Swiss agreement, which 
is couched in the following terms: 


50478—54 15 
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“ARTICLE 4 


“(1) The contribution an owner has to pay in order to get the rest of his prop- 


erty unblocked, amounts to— 
sy x * * 


“Dp # * * 


“3. Fifty percent of the total value in the case of assets that have been 
released to the Swiss Government according to agreements concerning the 
settlement of conflicting claims concluded by the Swiss Government with 
other governments.” 

I should Jike to observe on this point that this prescription does not, and 
indeed cannot, apply in the case of the United States, for the very reason that no 
such “‘Agreement relating to the Resolution of Conflicting Claims to German 
Enemy Assets” has been concluded between the Government of the United 
States and the Swiss Government 

(3) Nor is it correct to say that the German assets located in Switzerland are in 
any way being drawn upon for the settlement of the claims of Swiss creditors. 
As explained above, the contribution of 33% percent of German holdings made by 
German owners on a voluntary basis serves directly for the repayment of the 
Swiss banking syndicate loan and indirectly to settle the Allied reparation claim. 
The Swiss Government, for its part, has solemnly renounced all recourse to Ger- 
man private property for its own ends by the terms of an official Government 
declaration made before the Swiss Parliament. 

The Swiss claims against Germany are dealt with in a separate Government 
agreement and are settled by the German Government out of budgetary funds 
set aside by the Federal Republic 

Accordingly, it is out of the question that the German assets held via Switzer- 
land in the United States would, in the event of their being released by the United 
States legislative authorities, be “used for the reimbursement of Swiss wartime 
creditors of Germany”’; on the contrary, in Switzerland they will be placed at the 
free private disposal of the German beneficiary without any deduction. 

(4) While it is correct to say that in many countries German property was 
confiscated durlng the war, it should nevertheless be borne in mind that the war 
has now been over for 9 years and that all these countries have resumed trade 
relations with the Federal Republic of Germany. Surely only a very limited 
number of countries—such as the satellite states of the Soviet Union or, in America, 
the Republic of Guatemala—will fail to recognize the perversity of confiscatin 
German assets while doing business with Germany. Perhaps I may be allowed 
to list, by way of example, a number of countries which have repealed their con- 
fiscation legislation and partly orderd the restitution of German property: 
Argentina: 

Decreto No. 12.430 of June 28, 1951. 
Decreto No. 12.431 of June 28, 1951. 
Decreto No. 12.432 of June 28, 1951. 
Decreto No. 6.652 of April 3, 1952. 
Decreto No. 2.015 of February 4, 1953. 
Decreto No. 2.796 of February 11, 1953. 
Bolivia: Decreto supremo of February 12, 1947. 
Brazil: Ley No. 1.571 of March 11, 1952. 
Chile: 
Decreto No. 135 of February 27, 1953. 
Decreto No. 2.469 of April 5, 1954. 
Columbia: Ley No. 2.186 of August 21, 1953. 
Cuba: Decreto No. 175 of January 13, 1953. 
Dominican Republic: Decreto No. 7.682 of October 13, 1951. 
Egypt: Arrété No. 205 of October 19, 1952. 
Greece: A draft law is under discussion before Parliament. 
Haiti: Loi of September 11, 1952. 
Mexico: Decreto of July 5, 1951. 
Nicaragua: Resolucién of January 19, 1950. 
Paraguay: Decreto No. 17.698 of May 8, 1953. 
Peru: Decreto supremo of March 30, 1954. 
Switzerland: Agreement of August 26, 1952. 
Uruguay: Decreto of March 23, 1950. 

The foregoing list includes only those countries where the issue has been regu- 
lated by legislative means. In a far greater number of countries a large part of 
the German assets has been “tacitly” restored to the beneficiaries by adminis- 
trative measures. 
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(5) According to the final report of the committee presided over by you, 
objections were raised by one of the Senators against returning the German 
property in view of the Paris Reparation Agreement. 

May I venture to call your attention to the report of the assembly of the 
Interallied Reparation Agency, 1951, which contains a clause in Part 3—Dis- 
tribution of German Reparation Among Member Governments, VII (A) (iii), 
reading inter alia as follows: 

“In fact, certain governments were, before [ARA came into being, possessed 
of German external assets within their jurisdiction to a value of many times their 
entitlement in category A reparation as a whole.” 

From the list contained in paragraph (v) following the above clause it can be 
seen, for example, that Holland received a reparation share of 10.30 percent in cate- 
gory A by way of confiscations of her own within her country, whereas under the 
provisions of the Paris Reparation Agreement she was entitled to a share of 
3.90 percent only. Similarly, Holland, under reparation category B, received an 
amount in excess of that she was entitled to in accordance with the ratio of 
distribution laid down in the reparation agreement. 

This also applies, as is shown in the report, to Egypt, Luxembourg, Norway, 
and the South African Union. 

(6) Apart from this, the American Congress itself once departed from the 
arrangements of the Paris Reparation Agreement by inserting article 119 (f) into 
the draft of the ECA law of 1948; it is well known that thereupon, in compliance 
with a suggestion made by the advisory committee of American industrial leaders 
(known as the “Humphrey committee’’), in clear disregard of the provisions of 
the Paris Reparation Agreement, the removal of reparation goods from the 
Federal Republic of Germany was discontinued to a large extent in the interest 
of the Marshall plan. 

In concluding, I feel that I ought to stress the fact that during the coming 
months a large number of German citizens who in the past entrusted their property 
to American law will be awaiting, hopefully, and expectantly, the resolutions 
which the United States Senate and Congress will be voting in the near future. 

I avail myself, sir, of this opportunity of conveying to you the expression of 
my highest esteem, and beg to remain, 

Very truly yours, 
B6uMER, 
Attorney at Law. 





Wuitt Puains, N. Y., July 18, 1954. 
Re release of German property. 
Senator J. W. Dirksen, 
Senate Office Building, 
Washington, D. C. 

Dear Senator: I am basically in favor of your bill releasing the German 
property, but as condition for this release I think Germany, i. e., West Germany, 
should undertake to guarantee not to impose the German “Lastenausgleich’’ 
(Equalization of Burden Act) on American property still in Germany. After all, 
this American property was kept in Germany by means of the currency regulations 
which became more and more stringent. 

Since 1931 it became harder and harder to transfer this money until it was finally 
impossible to do so. Sure, the present German Government greatly liberalized 
these restrictions, but you cannot yet call that a free transfer. 

Yours very truly, 
Hevtumut A. Boxer. 





MiTcHELL, Capron, Marsu, ANGULO & Cooney, 
New York 6, N. Y., July 2, 1964. 
File No, X-8832. 
Hon, Everett M. Dirksen, 
Senate Office Building, Washington, D, C. 

Dear SENATOR DirKsEN: This letter is addressed to you, as chairman of the 
subcommittee which is considering 8, 3423, concerning the return of property 
seized under the Trading With the Enemy Act. Although we believe that the 
hearings of the subcommittee have already demonstrated the need and wisdom of 
the proposed legislation, we wish to record our support of your bill, in behalf of a 
number of clients whose property has been seized, and to cite, as a glaring example 
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of the inequities which have resulted from the administration of The Trading With 
the Enemy Act, the following: 

An American citizen, in the 1920’s, established a trust, giving the income there- 
from to a widowed sister who was a German national, Upon the death of the 
sister, the property was to be returned to the settlor, if he survived his sister, or, 
if he did not survive his sister, the property was to go to relatives, all of whom 
resided in Germany. The settlor reserved the absolute right to alter, revoke, 
or amend the trust. In 1925, however, he amended the trust to make his right 
to revoke subject to the consent of his sister, to avoid the income of the trust being 
taxed to him. The settlor has revoked the trust, and his sister has consented to 
such revocation but, to date, the Office of Alien Property has refused to recognize 
the revocation, since the Office purported to seize the sister’s right to consent. 
Thus, an American citizen is being deprived of his property by the purported 
seizure of what is clearly a highly personal power, involving the confidence, trust, 
and discretion, given to a member of the settlor’s immediate family. 

Quite apart from individual inequities, we are also of the firm belief that the 
passage of your bill is in the public interest, since it is consistent with our national 
policy of protecting the rights of peoples of whatever nationality. Our Nation 
cannot be critical of the confiscatory laws of foreign governments, unless we make 
it clear that we practice what we preach, 

We, therefore, sincerely hope that every effort will be made to bring your bill 
to the attention of the Congress before it adjourns, 

Respectfully, 
C, ALEXANDER CAPRON, 





COMPLIMENTING SENATOR ON ALIEN PROPERTY BILL 


5 Meprorp Lakgs, N. J., July 19. 
Senator Everett M. Dirksen, 
Senate Office Building, 
Washington, D. C. 

Dear Sir: I am very happy to hear that you have interested yourself to have 
confiscated private property returned to the German people. 

A dear friend of ours, died on February 9, 1942. He left his insurance money 
to his brother and sister in Germany. Iam an old friend of the family and know 
them very well. They gave me power of attorney to collect the money for them, 
but the insurance company informed me that they had to turn the money over to 
our Government in Washington, D. C. : 

It would be a godsend to these people, if the money would be returned to them. 
I have been in touch with the family all these years and helped them on many 
occasions. They would be very grateful. 

It is with renewed hope that I write this letter to you thanking you for the 
interest you have shown in this matter. 

With God’s help, justice will be done. 

Respectfully yours, 
Mrs. JoHN CaIn, 


New York 38, N. Y., June 26, 1954. 
Hon. Everett M, DIRKSEN, 
Trading W'th the Enemy Subcommittee, 
Un'ted States Senate Office Building, 
Washington 25, D. C. 
HONORABLE AND Dear Senator: Allow me to go on record as favoring the 
return of confiscated foreign property as set forth in Senate bill 3423. 
Fairness, equity, and true justice requires the return of these properties 
Respectfully and sincerely yours, 
THEOBALD J. DENGLER, 
Attorney and Counselor at Law. 
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SmiTH, SarGeEntT, Doman & GRANT, 
New York 17, N. Y., July 2, 1954. 
Hon. Evererr M. Dirksen, 
Chairman, Senate Subcommittee, 
Committee on the Judiciary, Washington, D. C. 

Mr. Chairman and gentlemen of the subcommittee, my name is Nicholas R. 
Doman. I am a member of the bar of the District of Columbia and of New 
York and a partner of the firm of Smith, Sargent, Doman & Grant with offices 
in New York City. I represent Mr. and Mrs. Lewis de Georgey, now nationalized 
citizens and residents of the United States, persecutees, but nationals of Hungary 
under the interpretation of the Trading With the Enemy Act. Among others, 
I also represent Mme. Eugene Vion, a 79-year-old widow, a citizen and resident 
of France. 

I 


S. 3423 among others, would do away with the inequities contained in the 
present section 32 of the Trading With the Enemy Act as now interpreted by 
the Office of Alien Property. Said section of the act as interpreted by the Office 
of Alien Property precludes the return of vested property to owners of even 100 
percent of the shares of an enemy corporation, although these owners are indi- 
dually eligible for return and have been determined to be eligible by the same 
Office of Alien Property. 

The proposed section 40 (a) would cure this defect and wipe out the non- 
intended effect of the statute as it now stands. 

The President of the United States, in his message to Congress on June 23, 
1950, recommended: 


“general legislation amending the Trading With the Enemy Act to permit return 
of property to persons who would be eligible claimants if they had owned the 
property directly rather than through a corporate equity. I hope that the 
Congress, with the assistance of the executive agencies concerned, will develop 
and enact appropriate legislation at an early date.” 

Congress never intended to confiscate assets of persons who were at all times 
eligible for their return; and it never intended that the corporate veil should not 
be pierced to the detriment of the United States citizens and residents or perse- 
cutees. On the contrary, when Congress amended section 32 (a) (2) (C) and (D) 
with the act of August 8, 1946, it provided relief for individual persecutees who 
were either residents or citizens or subjects of Germany, Japan, Bulgaria, Hun- 
gary, or Rumania. It is not for me to say whether Congress intended to extend 
this relief to those persecutee individuals who owned all the shares of corporations 
or associations organized under the laws of Germany, Japan, Bulgaria, Hungary, 
or Rumania, but this inference seems to be clear from the legislative history of 
the amendment. 

Mr. and Mrs. Lewis de Georgey, to whom I referred in the beginning, immigrated 
to the United States from Hungary. They came here in 1948 as skilled agricul- 
turists and are now citizens, residents, and taxpayers of this country. They are 
persecutees and have been so recognized by this very Government which un- 
blocked their frozen assets under section 32 of the Trading With the Enemy Act, 
as amended. They had been sole owners of a small family business in Hungary 
known by the name of Anker Foundry & Metal Works Co. They owned a 100- 
percent interest in this company which was liquidated and dissolved by them in 
1947 prior to their coming to the United States. Therefore, they are claimants 
as successors of Anker and also as beneficial owners of Anker, their legal prede- 
cessor. 

Prior to the outbreak of the war, in the name of Anker they purchased tin in 
this country. The tin was seized by the Navy Department for defense purposes 
and the Navy Department allotted to them approximately $12,000 representing 
the reasonable value of the merchandise. Later this sum was paid to the Office 
of Alien Property. They now claim this sum. 

It would be a revolutionary innovation in our legal system to insist on a corpo- 
rate fiction when this would result in grave injustice to individual rights. The 
Supreme Court has held that the doctrine of corporate entity will not be upheld 
when so to do would work fraud or injustice. The shares of Anker Co. were never 
publicly held; this company was a so-called family corporation which for all prac- 
tical purposes was an individual business in Hungary. The claimants herein, Mr. 
and Mrs. de Georgey, inherited their interest from their parents. 

S. 3423 pierces the corporate veil by determining ‘‘owner’”’ on the basis of the 
record holding or title ownership as the case may be, of such property at the time 
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of vesting. It accomplishes a worthwhile purpose and eliminates unfair and un- ¢ 
equitable deprivation of property of deserving persons who are taxpayers of this 

country. 


I am in favor of 8S. 3423 so far as it provides for the return of the property to all 
eligible persons who themselves owned 100 percent or less of the stock of an in- 
eligible corporation prior to vesting. 


II 
I want to address myself now to another clause of 8. 3423, to wit, the proposed 
section 40 (c). This proposed section is unduly restrictive and would foreclose 


the correction of errors in the administration or interpretation of the Royalty 
Adjustment Act of October 31, 1942 (56 Stat. 1013); said act authorized the re- 
adjustment of royalties by administrative boards in connection with war produc- 
tion and covered also royalties subject to blocking and vesting by our Govern- 
ment. 

The administrative agencies acting under the Royalty Adjustment Act pro- 
ceeded by the issuance of notices and orders to accomplish this; in the case of 
royalties vested by the alien property custodian only constructive notice was 
given to the original licensors and actual notice to the alien property custodian. . ‘ 
Several French patents were vested in cases when the French owners were caught 
behind enemy lines in France and actually died. We represent the widow of 
such an owner, M. Eugene Vion. 

The Office of Alien Property issued a notice of intention to return the vested 
property of the widow, including her rights to a patent which expired on August 
17, 1943. However, due to a conflict between this Government and the Govern- 
ment of France as to the interpretation of the memorandum of understanding of 
May 28, 1946, between the two Governments, and more particularly as to its 
section 6 (c) dealing with the use of patents in war production, the final vesting 
order has not been issued yet. 

The proposed 40 (c) as now written would provide that any person to whom 
any invention or any right therein is returned ‘‘shall be bound by any notice or 
order issued or agreement made pursuant to act of October 31, 1942.” 

This cited provision would foreclose an injured party from any relief. 

The Royalty Adjustment Board issued its first notice to readjust the past j 
royalties under the expired Vion patent on December 6, 1943. On August 17, ' 
1943, the Vion account with the licensee Bendix Aviation Corp. showed a balance 
of $154,650.98. On May 6, 1944, the Vion royalties long then in the account of 
Vion, were reduced to $23,000 by Order W-14 of the War Department. 

The Royalty Adjustment Act of October 31, 1942, was wise legislation because 
in order to aid in the successful prosecution of the war, it provided that whenever 
an invention shall be manufactured with the license from the owner thereof, 
the Government has the right to readjust the royalties. As shown hereinabove, 
when the War Department first turned its attention to the Vion matter there was 
no longer any patent in existence, and there was no manufacture pursuant to the 
license agreement with Bendix Aviation Corp. 

Vion did not physically receive his royalties in France since December 31, 1939, 
only because the blocking regulations of Executive Order No. 8389, as amended, 
encompassed assets owned hy nationals of France. However, the royalties 
(amounts undisputed in the amount of $154,650.98) were accounted for and stood 
for the credit of Vion. 

If there has been an administrative error in the issuance of the notice or order 
in this case because the Royalty Adjustment Act did not cover situations such 
as the Vion case, the widow of Vion would be forever barred in obtaining relief 
for the taking of her property in the amount of $131,650.98. 

For this reason it is respectfully suggested that a proposed section 40 (c) omit 
any reference to any notice or order issued pursuant to act of October 31, 1942, 
and read as follows: 

“Any person to whom any invention, whether patented or unpatented, or any 
right or interest therein is returned hereunder shall be bound by agreement made 
pursuant to the act of October 31, 1942 (56 Stat. 1013), in respect of such invention 
or right or interest, and such person to whom a licensor’s interest is returned shall 
have all rights assertable by a licensor pursuant to section 2 of the said act.” 

Respectfully yours, 


oe 





Nicnouas R. Doman. 
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Hosoken, N. J., June 29, 1954. 
Senator Everetr M. DirksEn, 
Trading With the Enemy Act Subcommittee, 
Senate Committee on the Judiciary, 
United States Senate Office Building, Washington, D. C. 

HONORABLE Sir: It was with great satisfaction that I read the announcement 
in Sunday’s paper, that your proposed bill, advocating the return of the ex-enemy 
(German and Japanese) property, seized by the Government during World War 
II, to its former owners, is to be presented for discussion before the Senate on 
July 1, under your charimanship. 

I am greatly concerned as to the just solution of this problem, which has caused 
great personal hardship to me and many others, since the seizure of my property 
under the “Trading With the Enemy Act’’ deprived me of my entire capital, 
source of income and livelihood. 

I am a widow, American born, now 71 years of age, and this, my seized property, 
consisted entirely of securities and bank accounts eminating from the life insurance 
of my deceased husband, Henry L. Erny, an American citizen by birth, who died 
in Hoboken, N. J. in September 1931, where my husband and I were residing at 
that time. 

While temporarily residing in Germany during the war, where my daughter 
and I were caught at the outbreak of hostilities, and becoming a German national 
through a chain of unfortunate circumstances, my entire assets in the United 
States were seized and vested under the “Trading With the Enemy Act’’ and 
subsequently liquidated, together with all of the other seized private alien property. 

I am now residing permanently in the United States, depending entirely upon 
the assistance of my relatives for support, and therefore would like to add my 
plea to the many others, for the reversal of this confiscation pclicy previously 
adopted by Congress, and the just solution of this problem, which in my case has 
certainly proven an undue hardship. 

Thanking you for your interest and admirable efforts in this behalf, I remain, 

Respectfully yours, 
(Mrs.) Exvizapeta M. Erny. 


Beruin, GERMANY, July 3, 1954. 
United States Senator Evererr M. Dirksen, 
United States Senate, 
Washington, D. C. 


Dear SENATOR DirksEN;: I regret that, due to my trip to Europe, I was unable 
to be present at the hearings conducted by your subcommittee on July 1 and July 2. 

Your efforts in the matter of the return of confiscated German property are 
being followed here with the greatest interest, and the work of your committee 
is receiving wide publicity by radio and press. Attached hereto are two clippings 
from the Frankfurter Allegemeine Zeitung, Frankfurt a. M. and the Neue Zeitung, 
Berlin. 

Several of my friends who saw exeerpts from the report of the subcommittee 
are anxious to read the full report. If it were possible for you to send three 
copies to me in care of the National City Bank of New York, 52 Neue Mainzer- 
strasse, Frankfurt a. M., Germany, I would greatly appreciate it. 

My attention was directed to an article published on June 21, 1954, quoting 
Representative Emanuel Celler, New York, as having stated that 90 percent of 
the confiscated German property was in individual assets—bank accounts, life 
insurance policies, small holdings—worth less than $10,000 each. Economists 
here doubt the correctness of this statement since the larger claims known here 
exceed 10 percent of the total. The distribution of the vested assets and, par- 
ticularly, the number oj possible claimants is of interest to all concerned since 
the length of the period required for the return will obviously depend on the num- 
ber of claimants. 

Your committee has ascertained that the OAP disposed of 11,089 claims from 
1944 to January 30, 1953. I realize that the disposition of claims under your 
bill will require less time since it will not be necessary to ascertain the presence 
of an interest by an enemy alien. However, in every case, it will be necessary to 
examine the title, which will require time as, in many cases, there will have 
occurred successions, changes in the corporate structure, which have been fre- 
quent here, etc. Furthermore, it will be necessary to determine the domicile 
after January 1, 1954 and the absence of an interest by a convicted war criminal. 
On the other hand, you will certainly agree with me that, in order to meet the 
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intentions of Congress in passing your bill, a reasonable speed in effecting the 
return of the property is desirable. Since this depends on the number of claims 


people here are interested in knowing not only the total value of the assets but 
also their distribution and the possible number of claimants. If there are any 
figures available in this respect, you would oblige me greatly by advising me 
accordingly by airmail or possibly by cable, at my expense, at the address men- 
tioned in the third paragraph of this letter. 
Trusting that this does not inconvenience you too much, I am, 
Very truly yours, 
PauL J. EDWARDs. 





KZ AmerRICcAN ASSOCIATION OF FORMER INMATES OF 
CONCENTRATION-CAMPS AND OTHER VicTIMS OF Nazt PERSECUTION, 
New York 25, N. Y., June 30, 1954, 
Hon. Senator Everetr McKiInitey DIRKSEN, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the J idiciar /. 
United States Senate, Washington, D. C. 


DEAR SENATOR DirksEN: To my deepest regret, I am by sickness prevented 
from being present at the hearings of Thursday and Friday. I, therefore, have 
to confine myself to mail some comments on the bill, 8. 3423, from the place of my 
vacation without sufficient documentation or material of evidence. These re- 
marks do nct only reflect my personal views but also the opinions of the jurists 
emigrated from Europe (American Association of European Jurists) presided 
by Julius Weigert, attorney at law, in New York, the Axis Victim’s League, a 
learned society presided by Dr. Bruno Weil, and of the many thousands victims 
of survivors organized by KZ American Association of Former Inmates of Con- 
centration-Camps and Other Victims of Nazi Persecution. 

These organizations are devoted to the study and representation of the legiti- 
mate interests of the victims of totalitarianism. We believe that a too soft policy 
toward the evildoers of nazism would be hardly discouraging, leave alone be deter- 
rent to the evildoers of today who repeat behind the Iron Curtain in varied forms 
the crimes against human rights once committed by Hitler’s Germany. 

I feel to be authorized by the victims and survivors of these atrocious crimes to 
state that we firmly believe in the sanctity of property, but we also believe in the 
sanctity of life and freedom, and even dare to believe in the pursuit of happiness 
for our children who are or will be citizens of the land of the free, although we are 
only, in exceptional cases, in the position to give them the privilege of higher 
educations. But, we are still suffering from the after effects of concentration 
camps and Nazi persecution. In many, many cases, our fathers, mothers, and 
posterities are exterminated; still we bear tatooed on our arms the number of the 
extermination camps of Auschwitz or other extermination camps. Still we have 
to wait for some indemnity for which our KZ association struggles until we have 
to accept the grim judgment of the German agencies: We get nothing. 

It would be a fatal mistake to assume that West Germany lives up to its solemn 
promise to compensate the wrongs and injuries inflicted upon us by the Reich. 
The General Claims Law of the Federal Republic of Germany (West Germany) 
was declared as unjust and unsatisfactory by the German parliamentary bodies 
themselves who enacted the law with the promise to pass a better law still this 
year. This promise was repeated by the leaders of the parliament (Bundesrath 
and Bundestag) whom I had the opportunity to interview like Thomas Dehler, 
Carlo Schmidt, Jak Altmayer, Gunther (Berlin) who are fully aware of the dis- 
criminatory character of this legislation, excluding the masses of victims or sur- 
vivors of the concentration camps who emmigrated from areas occupied by the 
Nazis, like Austria, Poland, Rumania, Czechoslovakia, and others 

We are representative for these groups and for the most destitute victims 
emigrated from Germany. We try to give them both social and legal aid in 
Germany, but the law is against them and the implementation of the law still more. 
The funds to be established in order to mitigate the hardship cases fail to do so. 
The reason may be the so-called reparations to be paid by Germany to the Govern- 
ment of Israel, a state which did not exist when the crimes were committed; these 
reparations may be a help for financi a belligerent government but not a help 
for the victims themselves, neither for those who live in Israel nor for those who 
live in America. 

The conference authorized to distribute the first installment which should be 
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distributed for the victims outside of Israel refused all benefits to the victims in 
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America. There are no funds for the most destitute survivors, new Americans 
and legal residents of this country who are doomed to die in misery. We have no 
means at all to help them. No reform is in sight, I appreciate the safeguards 
contained in 8. 3423 for the creditors of the German natural claimants or the cor- 
porations to whom vested property shall be returned. Iam only afraid whether 
the destitute victims will be in a capacity to find the necessary legal protection and 
counsel to pursue their claims accorded to them in the proposed bill. We have 
the experience. The struggle is very hard. It is a struggle for the small benefits 
denied often, sometimes gfanted by German law. We doubt whether the victims 
will be, even by the help of our self-help organization, strong enough without any 
means to pursue their claims, for instance, the claims of the slave-laborers of 
Krupp, I. G. Farben, the Wehrmacht establishments. These aggrieved claimants 
may even have no time anymore to file a ‘conflicting claim,” the deadline of which 
is set on December 31, 1953 (p. 10, line 8 and 9 of the bill) or they may not yet be 
citizens of the United States as required on page 3, line 13, and the return of the 
property would just not be encumbered with a judgment or decree of ‘‘divestiture.”’ 

With reservation to submit other comments, I should like to submit to your 
consideration an amendment as follows: As a matter of grace and justice for all, 
the words be added after the word “record”? on page 2, line 7, “holding the true 
ownership eventually concealed by assumed names.” 

It be added on page 3, line 11, “after national interest’? the words, ‘‘and 
justice.”’ 

It be added on page 3, line 13, after ‘‘citizens,” or “legal residents.” 

On page 12, after C, of paragraph d (thereby altering d into e and e into f) 
which may read: ‘‘(d) The Office of Alien Property shall also retain from all 
property returned in accordance with the provisions of section 40, an amount 
which the Commission shall determine as contribution to a fund designed to 
mitigate the hardship cases of the claims of former inmates of German or Nazi 
concentration camps, or their survivors against whom the laws of West Germany 
are discriminatory and who are citizens of or are legally residing in the United 
States.” This foundation to be administered with the help of KZ American 
Association. 

Very sincerely yours, 
Dr. ARMAND EIsuLerR, Chairman. 


New York, N. Y., July 1, 1954. 
Hon. Everetrr McK. DrrKxsen, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate, 
Washington, D. C. 

Dear Senator Dirksen: I am the attorney for the debtor, Silesian-American 
Corp., in a reorganization proceeding under chapter X of the Bankruptcy Act 
which has been pending in the United States District Court for the Southern 
District of New York since July 29, 1941. In connection with the hearings to 
be held with respect to S. 3423 before the Subcommittee on Trading With the 
Enemy Act of the Committee on the Judiciary, it has seemed to me that by reason 
of the studies which I have made regarding the Trading With the Enemy Act 
in the course of the above-mentioned proceedings (e. g., see Silesian- American 
Corp. v. Clark ((1947) 332 U. 8. 469)), your committee may be interested in 
receiving my comments concerning 8. 3423. 


OBJECTIONABLE PROVISIONS 


1. The sections of the bill are misnumbered. The Trading With the Enemy 
Act presently contains 40 sections. The numbering of the additional sections 
to be added by 8S. 3423 should therefore commence with 41 instead of 40, and the 
number of each section in the bill should accordingly be advanced by one. 

2. The bill provides that any property vested after December 7, 1941, ‘‘together 
with any dividends, distributions, or other increment paid or allowed thereon 
subsequent to such vesting” shall be returned (p. 1, lines 7-9 

In proceedings under the Bankruptcy Act, new securities are frequently received 
in place of those originally issued. The bill should therefore include in the 
description of property to be returned such property as shall have been received 
pursuant to proceedings under the Bankruptcy Act in lieu of property originally 
seized. 
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3. The bill provides for the return of vested property to ‘‘the owner thereof 
at the time of such vesting’’ (p. 2, lines 3-4). « a 

This provision will cause a large amount of unnecessary litigation. Under the 
administration of the act, property was taken from persons, such as pledgees for 
example, who were in rightful possession thereof but were not the owners. If 
the act provides that return must be made to the owners, the lawful possessors 
will be required to intercept any return by litigation in order to protect the rights 
existing at the time of seizure. This result can be avoided by directing that 
return be made to the person in possession of the prop@rty at the time of seizure. 
This will restore the parties to the exact position in which they were at the time 
of vesting and in addition will eliminate any inferences that might be drawn from 
a finding that the property is owned by a certain person or corporation. Such 
an amendment requires a further amendment providing that the property should 
not be returned to the possessor at the time of vesting if it appears that the true 
owner or person ultimately entitled to the property is an enemy government, 
person situated in Russian controlled territory, or person convicted of war crimes, 

If any person receiving such property is no longer entitled to possession thereof, 
the real owner may recover possession by appropriate action, if necessary, and 
subdivision (e) of the first section (p. 6, lines 15 seq.) removes the statute of 
limitations as a bar to any such recovery. 

4. The bill provides that ‘In determining the ‘owner’, the record holding or 
title ownership as the case may be, of such property at the time of vesting shall 
be conclusive * * *” (p. 2, lines 7-9). 

Here again if the property were seized from a pledgee or other person lawfully 
in possession thereof, it is unjust to provide for a conclusive presumption of 
which the effect on the rights of the lawful possessor cannot be known until 
they have been adjudicated by the United States Supreme Court. 

5. The bill provides that ‘“‘if, after any such property was so vested the claim 
of an owner with respect to such property was assigned or released to or com- 
promised with the United States or the Alien Property Custodian, no such prop- 
erty or the liquidated proceeds thereof shall be returned pursuant to this section 
unless such owner shall tender to the United States, without interest, the amount 
received upon such assignment, compromise, or relief * * *’ (p. 3, lines 2-9). 
If the Office of Alien Property holds securities of a corporation in reorganization 
under chapter X of the Bankruptcy Act, he may have occasion to consent to 
a plan of reorganization whereby he will receive different securities from those 
originally vested. Under the bill as presently worded, a question will arise as 
to whether such a consent to a plan of reorganization constituted a compromise 
so as to relieve the Custodian from returning the securities received in lieu of 
those previously held, inasmuch as it will be impracticable for the person entitled 
to a return of the vested property to restore to the United States what may 
have been surrendered by the Office of Alien Property in consenting to a plan 
of reorganization. Probably such a result is not intended, but litigation would 
be necessary to establish such a meaning, and a need for litigation can be avoided 
by clarifying the language of the bill. 

6. Obviously the word “‘relief’’ (p. 3, line 9) should be “‘release’’. 

The bill provides that at least 60 days before making any return ‘‘to any 
person other than a resident of the United States * * * the Alien Property 
Custodian * * * shall publish in the Federal Register a notice of intention to 
make such return * * *” (p. 6, lines 24-25, p. 7, lines 1-12). 

In many cases, persous both residents and i uiedidenty have filed claims with 
the Office of Alien Property respecting property that has been seized. Also, 
property was taken from the possession of persons other than the owners. All 
such persons should be notified of an intention to return the property by registered 
mail at the address appearing in the records of the Office of Alien Property. This 
notification should be in addition to any constructive notice given by publication 
in the Federal Register, which is ae a a substitute for actual notice. 
In New York City v. N. Y., N. H. & H. R. Co. (1953) (344 U.S. 293), the Supreme 
Court held that notice by cain ation was not aumaanie notice and said at 
page 296: 

‘Notice by publication is a poor and sometimes a hopeless substitute for actual 
service of notice. Its justification is difficult at best. * * * But when the 
names, interests and addresses of persons are unknown, plain necessity may 
cause a resort to publication. * * * The case here is diffierent. * * *’” 

It is submitted that persons from whom the property was seized, or persons 
who have filed a claim respecting the property, as to whom the Office of Alien 
Property necessarily has some address, should receive notice of the proposed 
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return by registered mail directed to the address appearing in the records of the 
Office of Alien Property. 

Moreover, the effect of the above-quoted provision as now phrased is to 
eliminate the necessity of notice of an intention to return property to a person 
resident in the United States. This is unjust to persons who have filed with the 
Office of Alien Property claims respecting property to be returned, Sueh persons 
should be given notice of the proposed return so that they may be prepared to 
protect their rights in connection therewith. It should also be emphasized that 
under the procedure which the bill now provides, property might be returned to 
an ostensible resident owner in the United States who, in fact, is merely a conduit 
for a foreign owner, and who by hurriedly removing the property from the United 
States could deprive persons having an interest in the property from asserting 
their claims with respect thereto. 

Clearly, the words, ‘‘to any person other than a resident of the United States 
or & corporation organized under the laws of the United States, or any State, 
Territory, or possession thereof, or the District of Columbia’ (p. 6, lines 24-25, 
and p. 7, lines 1-3) should be stricken out. 

The fact that the wording above quoted has been taken from section 32 (f) 
of the act does not make it a just procedure, especially when so many more cases 
of return are to be dealt with than was contemplated by section 32 (f). 

8. The bill provides that ‘‘After publication of such notice of intention and 
prior to revocation thereof, the property or interest or proceeds specified shall 
be subject to attachment at the suit of any citizen or resident of the United 
States * * *” (p. 7, lines 12-19). 

There may be cases in which a claim against the person entitled to receive re- 
turned property has been reduced to judgment so that the creditor, being a judg- 
ment creditor, would be in a position to levy execution, but would be unable to 
obtain a writ of attachment. The purpose of an attachment is to bring property 
into the custody of the law until a judgment can be obtained and an execution 
levied. The provision should therefore be broadened so as to include a levy of 
execution or of attachment. 

Moreover, claims may exist with respect to property proposed to be returned 
and the nature of such claims may be such that under the laws of the particular 
jurisdiction an attachment is not obtainable. The limitations on procuring the 
issuance of a writ of attachment in a particular jurisdiction are sometimes greater 
than a lawver coming from another jurisdiction might imagine. On the other 
hand, a court of equity may exercise general jurisdiction with respect to the prop- 
erty until the claim has been adjudicated. This situation should likewise be 
provided for. 

9. The bill provides that ‘‘* * * the Office of Alien Property is authorized to 
liquidate returnable assets to the extent necessary to provide funds for the au- 
thorized retention where cash is not available for that purpose from the property 
to be returned: Provided, however, That each owner shall be given an opportunity 
to pay the necessary amount in lieu of liquidation of specific property” (p. 12, 
lines 17 et seq.). 

It is probable that a considerable amount of the property now held by the 
Office of Alien Property has no present value, or is unmarketable. How is this 
provision to be given effect with respect to such property? It is submitted that 
under these circumstances, the Office of Alien Property should be permitted to 
retain in kind a pro rata portion of the property to be returned. 


RECOMMENDED CHANGES 


In order to give effect to the foregoing suggestions, it is reeommended that 
5. 3423 be amended as follows, in which the deleted portions have been enclosed 
in black brackets and the new matter has been italicized: 

I. The number of each section should be advanced by one so that the several 
sections are numbered 41, 42, 43, 44, 45, 46, 47, and 48. 

II. Subdivision (a) of section 41 (as so renumbered) should be changed to read 
as follows: 

‘*(a) Any property or interest vested pursuant to the provisions of this Act 
after December 7, 1941 (or the liquidated proceeds thereof), together with any 
dividends, distributions, or other increment paid or allowed thereon subsequent 
to such vesting, including any property received in lieu thereof through a proceeding 
under the Bankruptcy Act, as any such property may be reduced by final adjudica- 
tions against the property under section 34 of the Act, shall as a matter of grace, 
be returned in its state as of the date of enactment of this section (i. e., in kind 
or as liquidated proceeds , to the person, firm, trust, association, or corporation 
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who or which was [the owner] in possession thereof at the time of such vest- 
ing, or to the legal representative or successor, as the case may be, of such [owner] 
possessor, if [the owner] said possessor be dead or if its existence shall have been in 
any wise terminated[. In determining the ‘‘owner’’, the record holding or title 
ownership as the case may be, of such property at the time of vesting shall be con- 
clusive and delivery, transfer, conveyance, or payment to such owner, or to the legal 
representative or successor thereof, shall operate to discharge the United States from 
plural liability in respect of the return provided for hereunder]: Provided, how- 
ever, That no return shall be made pursuant to this section to the government of 
any nation with which the United States has been at war since December 7, 
1941, or at any time thereafter or to subdivisions or successors of any such govern- 
ment, nor if it appears that any such government, subdivision or successor is the 
owner of or may ultimately be entitled to receive the property so returned: Provided 
further, That no such return shall be made pursuant to this section to natural 


persons who on January 1, 1954, or any time thereafter prior to such return have 
lived, or corporations, companies or associations having their sole or primary 
seat, in the Russian zone of occupation of Germany or Austria, or in Albania, 


Bulgaria, China, Czechoslovakia, Hungary, Poland, Rumania, or the Soviet 
Union, or to any person convicted of war crimes by Allied Occupation Tribunals 
or by German denazification courts, or if it appear that any such person, corpora- 
tion, company or association is the owner of or may ultimately be entitled to receive 
the property that may be so returned: Provided further, That if, after any such prop- 
erty was so vested the claim of [an owner with respect to such property] the 
person entitled to receive a return of the property was assigned or released to or com- 
promised with the United States or the Alien Property Custodian, no such 
property or the liquidated proceeds thereof shall be returned pursuant to this 
section unless such [owner] person shall tender to the United States, without 
interest, the amount received upon such assignment, compromise or [relief] 
release: Provided further, That the President may, within sixty days from the 
date of enactment hereof find that it is in the national interest to require any 
previous possessor or owner or owners to divest themselves of every kind of interest 
in said property to citizens of the United States within twelve months from the 
date of the return thereof to such possessor, owner or owners; in which event, 
the vested property shall be forthwith returned to the possessor, owner or owners 
thereof encumbered with the aforesaid condition, and any court of the United 
States may enter a judgment or decree of divestiture to such effect, which judg- 
ment or decree may also provide that if the former possessor, owner or owners 
do not so divest themselves within said twelve months’ period, the Attorney 
General may thereafter sell forthwith such property at public auction and remit 
the proceeds to the said possessor, owner or owners: And provided further, That 
such return shall be subject to a determination that the Alien Property Custodian 
has no actual or potential liability under the Renegotiation Act or the Act of 
October 31, 1942 (56 Stat. 1013; 35 U.S. C. sees. 89-96), in respect of the prop- 
erty or interest or proceeds to be returned and that the claimant and his prede- 
cessor in interest, if any, have no actual or potential liability of any kind under 
the Renegotiation Act or the said Act of October 31, 1942; or in the alternative 
that the claimant has provided security or undertakings adequate to assure 
satisfaction of all such liabilities or that property or interest or proceeds to be 
retained by the Alien Property Custodian are adequate therefor. In determining 
the ‘‘owner’’ for the purposes of this section. the registered holding or title owner- 
ship, as the case may me. at the time of vesting of prope rt y to be returned, shall be 
prima facie evidence of ch owne ship, and any determination made by the Com- 
mission as to right to posse ssion or ownership shall be conclusive so far as the United 
States is concerned, and delivery, transfer, conveyance, or payment on the basis of 
such determination shall operate to discharge the United States from plural liability 
tn respect of the return provided for herein. Any agreement made by the Alien 
Property Custodian in a proceeding under the Bankruptcy Act to accept property 
in lieu of that previo sly held shall not be deemed to be an assignment, release, or 
compromise within the provisions her a 

III. Subdivision (f) of section 41 (as so renumbered) should be changed to read 
as follows 

“(f) At least sixty days before making any return [to any person other than a 
resident of the United States or a corporation organized under the laws of the 
United States, or any State, Aertiory, or possession thereof, or the District of 
Columbia,] the Alien Property Custodian or the Commission, as the case ms ry be, 
shall [publish in the Fede ral Ri gister a] give notice of intention to make ‘such 
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return, specifying therein the person to whom return is to be made and the place 
where the property or interest or proceeds to be returned are located, by publishing 
said notice in the Federal Register and by sending at the same time a copy thereof 
through registered mail addressed to any person who was in possession of the property 
at the time of seizure or who has filed with the Alien Property Custodian or his suc- 
cessor, any claim to such property or any claim against the person to whom it is 
proposed to return such property. [Publication of a] The giving of any notice of 
intention to return shall confer no right of action upon any person to compel the 
return of any such property or interest or proceeds, and such notice of intention to 
return may be revoked by appropriate notice in the Federal Register. After 
publication of such notice of intention and prior to revocation thereof, the prop- 
erty or interest or proceeds specified shall be subject to (/) attachment at the suit 
of any citizen or resident of the United States or any corporation organized under 
the laws of the United States, or any State, Territory, or possession thereof, or the 
District of Columbia, (2) levy of execution under any judgment obtained by any 
citizen or resident of the United States cr any corporation organized under the laws 
of the United States, or any State, Territory, or possession thereof, or the District of 
Columbia, and S the orde . of an / court which u ould ha é had jurisdiction lo adjudi- 
cate controversies respecting the said property if it had not been vested by the Alien 
Property Custodian, all in the same manner as property of the person to whom 
return is to be made: Provided, That notice of any writ of attachment, execution 
or order which may issue prior to return shall be served upon the Alien Property 
Custodian. Any such attachment, execution or cther proceeding shall be subject 
to the provisions of law relating to limitation of actions applicable to actions at 
law in the jurisdiction in which such proceeding is brought, but the period during 
which the property or interest or proceeds were vested in the Alien Property 
Custodian shall not be included for the purpose of determining the period of 
limitation. No officer of any court shall take actual possession, without the con- 
sent of the Alien Property Custodian, of any property or interest or proceeds so 
attached, levied upon or subjected to court order, and publication of a notice of revo- 
cation of intention to return shall invalidate any attachment, levy of execution or 
court order with respect to the specified property or interest or proceeds, but if 
there is no such revocation, the Alien Property Custodian or the Commission, as 
the case may be, shall accord full effect to any such attachment, levy of execution 
or court order in returning any such property or interest or proceeds: Provided, 
however, ‘That upon notice of such attachment, execution or other proceedings to 
the Alien Property Custodian, return may be made to the [‘“‘owners’’] person 
entitled to receive the property under this section [40 hereof if bond is posted by 
the owner in an amount set by the court in which such attachment proceedings 
shall have been filed. J] upon such terms as may be imposed by the court from which 
such attachment, execution or order may have issued.’ 

IV. Subdivision (ce) of section 47 (as so renumbered) should be changed to read 
as follows: 

“(¢) The Office of Alien Property shall then retain from all property returned 
in accordance with the provisions of section [40] 4/ an amount which the Com- 
mission shall fix as the pro rata share of the ee determined in accordance 
with (b) above, such share being the ratio that the value of the property so 
returned bears to the value of all vested shmanaies Provided, however, That no 
return shall be made pursuant to section [40] 4/ unless the person entitled to 
receive the property so to be returned, and also the owner thereof file with the Office 
of Alien Property a written consent to such retention.” 

V. Subdivision (d) of section 47 (as so renumbered) should be changed to 
read as follows: 

““(d) Upon receipt of the written consent of retention referred to in (c) above, 
the Office of Alien Property is authorized to liquidate returnable assets to the 
extent necessary to provide funds for the authorized retention where cash is not 
available for that purpose from the property to be returned, or if there be no ready 
market for the sale of the property, to retain in kind such a percentage thereof as would 
be equal to the percentage used in determining the amount to be retained: Provided, 
however, That [each owner] any person entitled to receive property so te be returned 
shall be given an opportunity to pay the necessary amount in lieu of liquidation 
or retention of specific property.” 

If I may of of any assistance to the committee in connection with this matter, 
please be good enough to let me know. 

Very respectfully, 
WILLIAM GILLIGAN. 
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East OrancE, N. J., July 10, 1954. 
Hon. Senator Dirksen. 

My Dear Senator: In last night’s Newark Evening News I read about a bill 
you intend to advance regarding the properties of the aliens after the war to be 
returned to them. I have been trying to solve this problem for years without 
any success, viz: 

I have a close friend who was in this country from Germany in 1913, stayed here 
for some 10 years and became an American citizen, but owing to the death of her 
mother forced to return to her home to care for her father. The wars prevented 
her from receiving her papers and could not do anything about her citizenship so 
she was left stranded. 

Now the poor woman has $1,840 in this country which was accumulated from 
the dissolution of the Phoenix Building and Loan Association, which went into 
dissolution and this money is held by the Alien Custodian. This poor old woman 
is destitute and suffering from malnutrition and needs the money very badly to 
save her life. Will you kindly tell me how she can get some? I have no other 
interest in this matter but to see that she gets the money which before God and 
man belongs to her. 

Will you kindly give me your attention in this matter as I am sure you will 
receive your spiritual reward for same ’ 

Very respectfully yours, 
LEONARD GOEREN. 


CINCINNATI, Ont0, July 19, 1954. 
Dear Sir: We wish to express our sincerest hopes for the quick passing of the 
law for the return of German and Japanese property confiscated during the war. 
Respectfully yours, 
Gustav GIRMANN, 
Hernz GirRMANN 





PRANGINS, SWITZERLAND, July 8, 1954. 
Hon. Everetr McKInuey Dirksen, 
Senator of the United States of America, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR DirRKSEN: I acknowledge with my best thanks receipt of your 
letter of June 10, and of the report of the subcommittee which was attached 
thereto. 

Of course I realize that your committee has no jurisdiction to remedy individual 
injustices, and therefore, the main purpose of my communication was to bring 
the matter to your attention because I knew that you do not want such conditions 
to remain as they are. 
wm I have read the report with great interest, and in the interest not only of myself, 
but also that of my fellow victims of the Alien Property Custodian, I hope that 
your bill, 8. 3423, will soon be passed; thereafter I will not fail to take the neces- 
sary steps to obtain redress. 

I wish to assure you that I am deeply indebted to you for your ceaseless efforts 
to administrate justice to those who were so far deprived of it by the ill-worded 
Trading With the Enemy Act. 

Please permit me to offer you my best wishes for success in this matter. 

Sincerely yours, 
N. E. GROENEVELD-MEWER. 


New York, N. Y., June 26, 1954. 
Re Subcommittee on Trading With the Enemy Act. 
Hon. Everett M, Dirksen, 
Senator From Illinois, 
United States Senate, Washington, D. C. 

Dear Str: I very much appreciate your recent letter informing me on the pub- 
lic hearings on the intended future release of former enemy property by the United 
States. 

If I object to the intended procedure it is because the United States citizens who 
have claims based on Nazi regime confiscations and other torts have so far experi- 
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enced the most hypocritical handling of their claims by the German Government 
in spite of the existing American military law No. 59 promulgated in the early 
time of the occupation. According to this law the Federal Government of Ger- 
many committed itself to do justice and indemnification for confiscations and 
thefts committed by the Nazi regime. It sounds adverse that the German Gov- 
ernment rearranged the procedure for readmission of Government and municipal 
bonds and their redemption, which are common debts, while it shies away from 
paying debts incurred by criminal acts. 

The moral recommendations you make in your final report, page 68, in reference 
to the former enemy creditors should suit as well the United States citizens who 
are creditors of the Federel Republic of West Germany. No phrase is more fitting 
this particular situation than the one created by you, dear sir: ‘‘Today these indi- 
viduals are alienated by a shortsighted policy * * *’. Why should the United 
States Senate take better care of aliens and former enemies than of its own citi- 
zens? The German Government, invoking the sanctity of private property, is 
playing the part of a hypocrite and seems to be well represented to press the issue, 

I am, dear sir, 

Most truly yours, 


ERNST JOSEPH, 


[Senator DirKsEN,] 
[Translation (German)] 

Kien, June 12, 1954. 
Re: I. 8S.—SWW:ih. 
Claim No. 35940. Name of claimant: Therese Lecke. Date of receipt: April 

29, 1948. 

Vesting Order No. 4883. Account No. 28-16696. 
Summary of claim: Interest in the estate of Jutta Reynolds-Anhs [?]. 

Dear Mr. Senator: In September 1941 my mother died in New York and 
left her money to me, her only daughter. 

Since I have been living in great need for the past year I beg you to advise 
me how I could get some of the funds of my mother’s estate released. 

My husband is 61 years of age and unable to work (serious circulatory dis- 
turbances and a weak hea;t). I am greatly worried about myself and also about 
the possibility that I may be unable to feed my 14-year-old son who is a grow- 
ing boy and developing. I lost my livelihood because of the war, I lost my 
home due to bombing, and I lost my savings due to the currency reform, so that 
I have nothing to look forward to. 

My family have never been members of the NSDAP. For that reason my 
store was closed up [by the authorities]. 

I beg to ask you therefore to be so kind as to give me your support in this 
matter and tell me what to do. 

Thanking you in advance, I remain, 

Very truly yours, 
THERESE LECKE, 
Goethestrasse 18, Kiel, Germany. 





THE FEDERATION OF AMERICAN CITIZENS OF GERMAN DESCENT 
IN THE UNITED States or AMERICA, INC., 
Philadelphia, Pa., June 28, 1954. 
Senator Everett M. Dirksen, 
Trading With the Enemy Act Subcommittee, 
Senate Committee on the Judiciary, 
Washington, D. C. 

Dear Str: The Essex County, N. J. branch of the Federation of American 
Citizens of German Descent in the United States of America is composed of many 
fine American citizens of German descent in the county of Essex. 

We respectfully ask that this statement be made part of the record in the hear- 
ings on the Trading With the Enemy Act. 

Our organization fully agrees with the statements of the subcommittee report 
that the retention of individual property of Germans and Japanese is an unsound 
deviation from international law and the historic policy of our Government and 
that it is inconsistent with the objectives of our foreign policy. 
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May we respectfully add that the return of the confiscated property would be 
a tremendous psychological victory for America on the cold war front. 
Respectfully yours, 
THEODORE C, LEUTHAUSER, 
President, Essex County, N. J. Branch. 





New York 17, N. Y., July 1, 1954. 
Re bill 3423. 
Hon. Evererr McK, Dirksen, 
United States Senate Office B vilding, 
Washington, D.C. 

Dear Senator DrrksEn: Regarding the above bill, on which hearings are being 
held, it is my opinion that the committee should approve the bill, and thereafter 
it should be carried on the floor, together with the amendments. 

It is and has been the practice of civilized countries to respect the rights of pri- 
vate individuals, including the right to own and hold property. The Hague 
Convention affirms this position of civilized peoples. It has been fortunately the 
traditional policy of both the Government and the people of the United States of 


America to respect the rights of owners of private property and to encourage 
such holding The fact that we are living in a world in which some of the gov- 
ernments act immorally, should not in my opinion influence Senators of the 
United States to follow their vicious example. The United States should be not 


only the leader politically and industrially, but also ethically and morally. 

Aside from the just and ethical aspect of the case, we are confronted at the pres- 
ent time with a threatening enemy, who has no respect for private enterprise or 
the property rights of individuals. We have been encouraging and aiding the 
West German Government to proceed along democratic lines and to be ready to 
aid us in defending democracy against this enemy, so that from the practical 
point of view it is highly advisable that we return the property, as contemplated 
in the bill, to individuals who can use the money to help build up Western Ger- 
many industrially and in the field of import and export. 

Objection has been raised to the bill on the ground that prisoners of war, who 
were subjected to atrocities, should receive from the moneys and properties in 
the hands of the Alien Property Office, compensation for indignities and sufferings 


undergone by them. A look at the records will show that the overwhelming 
majority of such prisoners of war suffered not at the hands of the Germans, but 
at the hands of the Japanese. Assuming, but not conceding, that it is proper to 


take private property for this purpose, it seems that the money to make payment 
to these prisoners of war should come then from citizens and subjects of Japan, 
whose Government was guilty of the atrocities. 

If the United States Government is to survive as a bulwark of democracy, it 
will be only because we do not yield to opportunism, that we recognize that the 
God in whom we trust established not only law to govern the physical universe, 
but has revealed to us certain ethical principles which alone guarantee the survival 
of a free people. ‘‘Man does not live on bread alone, but on all that proceeds 
from the mouth of the Lord.” It is not good politics or good statesmanship to 
adopt what might seem to be for the present the saving to this Government and 
its taxpayers of a comparatively small amount, aad cause the resentment not 
only of the owners of the property in the hands of the Alien Property Office, but 
also of other friendly peoples who have looked and do look to us for leadership. 
If we wish to survive as a free people, we need the help and friendship of other 
peoples who are not under the domination of the Kremlin. Vision is necessary. 
“‘Where there is no vision, the people perish.” 

Respectfully submitted. 

Max L&EICHTMAN, 
Counselor at Law. 


PorRTLAND, OREG., June 28, 1954. 
Hon. Everett M. DIRKSEN, 
Senator, United States Senate Office Building, 
Washington, D. C. 
My Dear Senator Dirksen: I have just learned that the subcommittee of 
which you are the chairman will conduct public hearings on your bill for the 
return of confiscated foreign property, beginning July 1, 1954. 
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Permit me to point out the following in regard to this bill: 

Regardless of where the individual American citizen stands as to the general 
legal questions concerning the propriety and advisability of confiscation of assets 
belonging to individuals of so-called enemy countries, it is apparent that the 
return of confiscated German property should be ordered and granted, at least 
for so-called German inheritances. I, personally, am in favor of the proposals in 
your bill, altogether, but I write to you especially concerning my own experience 
in this field of German inheritances. 

As yo. will know, several States have so-called laws of reciprocity providing 
that no German citizen shall inherit from a citizen of such individual State unless 
the citizen of such State has the right to take and to receive any inheritance from 
Germany. In the vast majority of the cases in which a person dying in the 
United States left property to his German relatives, mostly brothers or sisters or 
old parents, and the German beneficiaries’ shares were confiscated by the Alien 
Property Custodian, the result was that some remote relative of the deceased 
living in the United States intervened and claimed the entire estate, alleging that 
because of lack of reciprocity, the confiscation by the Alien Property Custodian 
was void, and that, therefore, the property descended to the claimant. Thus, 
not only were the proceeds of the estate lost to the United States, but considerable 
expenses of administration and litigation were incurred by the United States, and 
the intent of the Trading With the Enemy Act was defeated, and the estate went 
to people to whom the deceased never intended to have it go. 

Certain Government bureaus can be anticipated to be opposed to your bill, but, 
frankly, I believe that this opposition is not altogether unselfish, and I am certain 
that you and your committee are familiar with the true situation and the reasons 
underlying such opposition. 

I do not want to fail to point out that in each and every case where German 
parents or brothers or sisters of a deceased had to see their son’s or brother’s 
property in the United States thus to be lost to them or to the United States, the 
reaction was bitter, and the result detrimental to the reputation of our country. 

I am writing to you because I felt that you and your committee would welcome 
facts based upon the experience in many cases dealing with claims of American 
heirs and German inheritances. 

I am, 

Very sincerely yours, 
Bruno C, Linps, 
Attorney at law. 


SoutH OzonE Park, N. Y., 
June 26, 1954. 
Senator DirKseEn, 
Washington, D. C. 

Dear Sir: Willfyou kindly let me know has Congress enacted legislation au- 
thorizing the return of vested property. 

I understand that the appeal of Chancellor Adenauer for the return of property 
that has been confiscated during World War II has many chances to be granted 
and passed by the House in this session before it adjourns. 

However, today the opinion seems to prevail that the whole principle of con- 
fiscation of private property is false and a new solution of recompense was to be 
created. 

Senator Dirksen, I understand this is under your direction that this property 
should be returned; can you tell me has this bill been passed? It seems unfair 
than an American-born can’t get what they inherited but Uncle Sam caters to 
warmongers like I. J. Farben, Alfred Krupp, and others who made the horrible 
weapons to kill our boy’s with got their millions back over a year ago. 

Mr. Senator, in 1950 I was left a widow: my husband died of a heart attack while 
at work. Now fear and loneliness grips my heart with little or no security I now 
am struggling to get along on what I get from social security which does not allow 
the bare necessity. I have been hoping I would realize the money so I at least 
feel a little more secure in my declining years. 

The case I have reference to is the property of the assets of Valentine Hofmann 
held in trust by the Land Title Bank & Trust Co. of Philadelphia which has been 
vested by vesting order No. 9634. 

Mr. Senator, I know you are for justice, therefore I am writing to you. I heard 
you on the radio with Mr. Frank Edwards over the offshore oil deal. 
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At the time Hitler ordered my sister and her husband to leave the country 
she was a very sick person suffering with dropsy and at that time could not leave, 
then they were to be put in concentration camps so through fear and coercion 
were forced to give up their citizenship. My sister died January 21, 1945, my 
brother-in-law October 1948. He came to our country in 1880 and became citizen 
1885 and was until I think 1938-39. I got in touch with my brother-in-law 
through the Red Cross and after waiting a year 1946 I received the bad news that 
my sister had passed away. My brother-in-law said he was sick and starving 
so I sent him Care packages, and some I made up myself he was grateful to me 
for my little help that he sent me his will leaving me all of his American assets he 
said he was too sick to come back to fight for his property and too old. He died 
at age 85. 

Mr. Senator if you can’t help me will you please direct me to the right party 
who can. [aman American, born at 210 North Second Street in the Williamsburg 
section of Brooklyn and so was my sister born at same address. 

Will appreciate any help you can give me. 
Mrs. Lisetre LoBLEy. 


ACKLEY, Iowa, July 3, 1954. 
Re alien property. 
Hon. Everett M. Di1rKseEn, 
Senator from Illinois, Washington, D. C. 

DEAR Senator: I have understood you introduced a bill to return to German 
people property seized by the Alien Property Custodian. I am enclosing a 
letter written by me to the Deputy Director, Department of Justice, Washington, 
D. C., about some belonging to Fannie Hinders, who lived in what was later the 
allied part of Germany. Before we got into the war we tried to keep this money 
from getting to Hitler and so we deposited it with the clerks of court in two 
counties here. The main sum is mentioned in the within copy of letter. The 
other was a smaller sum. The sum of $1,268.08 may not be very much but it 
seems to me it is wrong to take this from an innocent woman. She had two sons 
in this country, living near here, who are American citizens and they have a 
power of attorney from her. Before we got into the war we had this money for 
distribution and sought to keep it out of the hands of Hitler, and even filing a 
petition of guardianship on the grounds that she wasn’t a free agent. 

The Alien Property Custodian didn’t get the property until after the real 
fighting was over, because it was deposited with the clerks of court, but here he 
gets it at the close of the war and now he does worse than Hitler would have done. 
At least I assume that, if we had sent it over there, the women would have gotten 
some of it, but under our seizure of it she got nothing. It is certainly discouraging 
for people who try to be honest or try to practice honesty. 

I am sending a copy of this letter and the one enclosed to our own Senator, 
B. B. Hickenlooper, and Congressman H. R. Gross, from the Third District of 
Iowa. 

Of course, you can see this is not a big law case and I am not writing with the 
idea of profit but with the idea of justice. 

Yours truly, 
F. J. McGreevy, Lawyer. 


ACKLEY, Iowa, June 30, 1954. 
Re Fannie Hinders. 
Mr. Paut V. Myron, 
Deputy Director, Department of Justice, 
Washington 25, D. C. 

Dear Srr: I received your letter by registered mail. The letter is dated 
June 25, 1954, and says that you got an order dismissing the claim of Fannie 
Hinders. This order seems to be filed by you, as Deputy Director. I am ata 
little difficulty in understanding this for the reason that I understand there is a 
bill pending which was introduced by Senator Dirksen for returning to innocent 
people whose property was seized during the World War or since. This property 
was taken over after the war was closed. In fact, it had been in the clerks of 
court at Hampton in Franklin County and Eldora in Hardin County, Iowa. The 
larger sum of $1,268.08 was deposited with the clerk of court at Hampton, Iowa, 
back in 1939, and a smaller sum deposited with the clerk of the district court at 
Eldora, Iowa, about that same time. A son of Fannie Hinders, who has a power 
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of attorney in my hands, asked me for the paper, saying that somebody in Chicago, 
I believe, said he thought he could help and I was willing that anybody could help 
and I gave him most of my files. The rejection of this claim is, in my opinion, 
unfair. 

This is a little of the history of it. Mrs. Hinders lived in Germany. Away 
back in 1939 we sent her some receipts to sign and to leave the money here in the 
bank. Our purpose was to prevent the Hitler Government from getting it. After 
a long time, the Ackley State Bank, here, got a letter from a banker in Germany 
enclosing the receipts I had sent Mrs. Hinders to sign. He informed us that she 
couldn’t leave the money here on account of the lohn. That was a German word 
he used, and I understand high German some from having studied it at the 
university. This meant that because of the so-called tax, Mrs. Hinders wasn’t 
allowed to send the receipt over here and get the money herself or have it left in 
the bank, here. The two boys here have a power of attorney for her. 

So away back, and in order to keep Hitler from getting it, we deposited the 
money with the clerks of court and sent Mrs. Hinders notice by mail. 

A little later or about that time, in order to keep the Hitler government from 
getting the money, we filed a petition in the district court of Hardin County, 
Iowa, claiming that Fannie Hinders was in the German realm and not a free agent 
and, if we sent money over there, it would probably be confiscated. We didn’t 
go through with this guardianship proceeding because we were afraid that some- 
thing would be done to Mrs. Hinders, if she let the money stay here or if we had 
the guardianship go through. 

I don’t know what more evidence of persecution would be needed, and this 
history, all of which was filed with you, and these facts were known to all the world. 
I am going to send a copy of this letter to some Senators and a Congressman and I 
think something should be done about things like this because while we were 
afraid Hitler would confiscate the money, we never really thought that our own 
country would confiscate it. As you will see, it looks a little like we out-Hitlered 
Hitler because I think even Hitler would have left even a few dollars to this woman. 
So I ask you to review this and let this poor woman get the money, that is her 
American-citizen sons. 

Yours truly, 
F. J. McGreevy, 
s Lawyer. 


JUNE 29, 1954. 
Re bill 3423. 
Hon. Everett M. DIrKsEN, 
United States Senate, 
Washington, D. C. 


Dear Senator Dirksen: Information has reached me that public hearings 
on the above bill will be held, commencing 10 a. m., July 1, 1954. 

The undersigned, who is an American citizen, knows the contents of your bill 
and believes that it will be fair and just to return to the German private individuals 
the property held by the Alien Property Office. 

From personal knowledge I know that the Germans to whom your bill intends 
to restore property, are living now under a government that is friendly to the 
Government of the United States and dedicated to help the United States keep 
the world a free world. I also know that the individuals your bill means to give 
the property back, are individuals who themselves have always believed in a 
democratic way of life, and that they have in the main done everything they 
could and can do, to make Western Germany a pillar of democracy. 

It is my conviction that, aside from it being just to the individuals to receive 
back their property, that we in the United States will also benefit by this action. 
It has been a source of great pleasure to me that you have presented this bill, 
and that you and other important individuals in Washington will do all in your 
power to have the bill passed by Congress, and I am certain that by reason of 
the justice of the bill, as you have drawn it, President Eisenhower will sign the 
bill when presented to him. 

tespectfully yours, 
S. H. May. 
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Los ANGELEs, Cauir., July 6, 1954. 
Senator Everett M. DrrxkseEn, 
Senate Judiciary Committee, 
Washington, D. C 
Dear SENATOR: My sister, Margareth Meier, was in Los Angeles before the war, 
put her savings into a townlot, and went back to Germany. She is now living in 
Frankfurt A. M., a widow, over 70 years old, unable to earn anything. Her 
interest in her lot was sold and the money confiscated by our Government. We 
have been sending her clothing and food and money, as she was bombed out 
during the war. I know America does not intend to rob the widows and orphans 
of their daily bread forever, so please, do your very best, to restore their property 
to these people, who have suffered so much. 
Yours very sincerely, 
Mrs. C. G. MEyer. 


Grist & NETTER, 
New York 1, N. Y., July 6, 1954. 
Senator Everett M. Dirksen, 
United States Senate, Washingtor a ee 

Dear SENATOR DiRKSEN: We gather from accounts in the newspapers that 
Subcommittee on Trading With the Enemy Act has held hearings on the proposed 
bill, S. 3423, introduced by you and cosponsored by Senators Jenner and Butler 
of Maryland. 

We represent Nozaki & Co., Ltd., a Japanese corporation. For many years, 
both before the war and since, our client carried on rather substantial trade 
relations with the United States. One of the principal items in this trade was 
canned crabmeat and tunafish under the established trade-mark Geisha which 
was the property of our client, registered as such in the United States Patent 
Office. On February 1, 1943, the Alien Property Custodian vested title to this 
trade-mark. 

We cannot see how the confiscation of this and similar trade-marks would 
serve any national interest or purpose of the United States. On the contrary, 
confiscation of personal private property of this type would be in contravention 
of our established policies and principles. On the other hand, a return of this 
trade-mark to its former owner would foster desirable trade with the United 
States and help to reestablish friendly relationships. 

Confiscation of a trade-mark would be particularly deplorable. A trade-mark 
has value and meaning only when applied to the product of the person or corpo- 
ration whose goodwill, standing and reputation it represents. The trade-mark, 
Geisha, represents to the public merchandise originating with our client in Japan. 
Its use on any other product or merchandise would be misleading to the public. 
Restoration of vested trade-marks to their former owners would promote public 
confidence in the integrity of the marks. 

Trade-marks on subjects of peaceful commerce have nothing to do with war 
potentials. It is important that they be restored to their rightful owners to 
promote desirable trade. 

We also wish to call to your attention the language of the Treaty of Peace with 
Japan. Chapter V, article 14, of that treaty provides: 

‘The Allied Powers agree to deal with Japanese trade-marks and literary and 
artistic property rights on a basis as favorable to Japan as circumstances ruling 
in each country will permit.” 

It seems to us that under the treaty there is at least a moral, if not a legal, com- 
mitment by the United States to restore the trade-marks to their former owners. 

We trust that the above comments will be helpful to your committee in consid- 
ering the pending legislation. 

Respectfully yours, 
GeorceE E. Nerier, 
Counselor at Law. 
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New York, N. Y., June 29, 1954. 
Re Marie Kleemann, Claim No. 13725, Docket No. 413. 
Hon. Everett M. DirKsEn, 
United States Senate, Washington, D. C. 

DEAR SENATOR: My wife and I are very much in favor of the bill sponsored by 
you and coming before the Senate on July 1. 

Above-named, Marie Kleemann, is an aunt of my wife and the beneficiary of two 
annuity policies which were confiscated at the outbreak of the war since she is 
German and living in Germany. We have been supporting her right along but it 
meant quite a sacrifice on our part. She also felt bad to be forced to accept our 
help while her own, hard-earned money was being kept from her. 

She is 79 years old, in failing health and the passage of your bill would give her 
an incentive and new lease on life. 

All our attempts to have her property released by the Alien Enemy Custodian 
have failed through the objections of the Justice Department and we sincerely 
hope and pray that your bill will pass both houses. 

Many thousands of people will bless you for having championed their cause. 

May God bless you and keep you. 

Respectfully yours, 
ArtHuR B. RatscuKy. 


REGAN & BARRETT, 
New York 5, N. Y., July 8, 1954. 
Re Elisabeth von Oberndorff, title claim No. 4566, Fortunata Societe Anonyme, 
title claim No. 35923, Docket No. 304. 
Hon. Everett M. Dirksen, 
Unitee Stated Senate, Washington, D. C. 

DEAR SENATOR DiRKSEN: We are attorneys for Miss Elisabeth von Oberndorff, 
of New York, whom we have represented in the above-entitled claims before the 
Office of Alien Property for the return of certain property vested in 1944. 

The case of our client was summarized in the final report (pp. 41-43) of the 
Senate subcommittee, of which you are chairman, which investigated the admin- 
istration of the Trading With the Enemy Act by the Office of Alien Property. 

Because of vour interest in this general subject as reflected in your direction of 
the subcommittee and in its comprehensive and skillful final report, we are out- 
lining certain facts of this case in the interest of our client and for your considera- 
tion in the preparation of remedial legislation. 

The circumstances under which Miss von Oberndorff’s property was vested, 
and subsequently sold, are most unusual, and warrant a special examination. 
Title to shares of stock of a domestic real estate corporation was vested in 1944, 
after the danger of any possible use by the enemy had been extinguished and 
despite the existence of substantial proof that Miss von Oberndorff was most 
friendly to the Allies. In this connection, it might be noted that the Treasury 
Department, which had blocked her interest in a residuary trust, returned Miss 
von Oberndorff’s property in 1949. 

Income-producing real estate, the principal asset, was sold in 1945, about 
8 months subsequent to vesting, for a sum which, we are informed, was consider- 
ably less than its true value. The proceeds were deposited in a commercial bank, 
on which no interest has been earned or increment realized, although the real 
property sold has continued to appreciate in value. This hasty action by the 
Office of Alien Property is in singular contrast to its practice of continuing manage- 
ment of various business enterprises and properties, a subject to which your sub- 
committee devoted a very substantial part of its report. Hence, corrective reme- 
dial legislation should provide for the payment of just compensation, to insure 
equitable treatment of all persons whose properties had been improperly confis- 
cated. Obviously, return of the current funds would represent only a fraction of 
the value of Miss von Oberndorff’s property. Similarly, the subcommittee’s 
recommendation of an assessment of a charge for custodial expenses might be 
unjust if applied to persons who have been recognized as outstanding examples 
of victimization under the act. 

It is our understanding that the scope of the subcommittee did not include a 
determination whether individual claimants were improperly denied relief under 
the existing statute. There were numerous facts in the case, not considered by 
the subcommittee, which we believe entitle the claimant to recover through 
administrative action. Accordingly, by a letter to the Director of Alien Prop- 
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erty dated April 22, 1954, we presented a summary of the unusual facts as an 
application for reconsideration. We have not received from the Office of Alien 
Property any acknowledgment of or answer to that letter, a copy of which is 
enclosed. 

We are keenly aware of the tremendous demands upon your time, and what- 
ever consideration you may be able to give this matter will be deeply appreciated. 

Yours very truly, 
ReGAN D. Barrett, 
Counselor at Law. 


REGAN & BARRETT, 
New York 5, N. Y., April 22, 1954. 
Re Elisabeth von Oberndorff, title claim No. 4566, Fortunata Societe Anonyme, 

title claim No. 35923, Docket No. 304 

Hon. Dauuas 8. TOwNSsEND, 
Director. O fhice of Alien Prope rty, 
Department of Justice, Washington 25, D. C. 

Dear Mr. TowNsEND: We are attorneys for Miss Elisabeth von Oberndorff, 
of New York City, whom we have represented in the above-entitled claims before 
the Office of Alien Property for the return of certain property vested in 1944. 

We recently noted a summary of Miss von Oberndorff’s claim in the final report 
(pp. 41—43) of a Senate subcommittee that investigated the administration of the 
Trading With the Enemy Act, and were pleased to observe the citation of our 
client’s case as an illustration of extreme injustice that would warrant the enact- 
ment of remedial legislation. However, since the purpose of the subcommittee 
was to review administration and to recommend future action, rather than to 
determine whether individual claimants were improperly denied relief under the 
existing statute, we believe that it did not consider admitted facts in this particular 
case that entitle the claimant to recover through administrative decision. 

Apart from our firm conviction that an impartia] review of this case would 
inevitably result in a decision ordering return of the claimant’s propert~, it is our 
opinion that reconsideration is required because of two extraordinary facts 
(1) An incomprehensible failure of OAP to make findings based on uncontradicted 
facts which would have compelled the return of claimant’s property; and (2) 
unusual circumstances attending the vesting of title to and subsequent sale of 
Miss von Oberndorff’s property. Because of this extraordinary situation, we 
are addressing to you a summarized statement of the facts as the basis of an 
application for reconsideration 


Examiner’s failure to find 


The case résumé in the subcommittee’s report (1) outlined the findings of the 
hearing examiner, viz, claimant was a person friendly to the United States, had 
resisted the Nazi occupation of Luxembourg, had risked her life to assist the Allied 
cause and had suffered various infringements of her liberty; and (2) noted the 
decision that claimant nevertheless did not qualify for return of her property 
because the acts of coercion and intimidation occurred under laws of general 
application and did not constitute discrimination under color of law against 
her religious and political beliefs, which is the statutory basis for granting return 
of vested property. 

The decision was wholly incorrect because the hearing examiner (and the 
Acting Director of Alien Property upon review) completely ignored specific, 
uncontracdicted evidence that the actions of the occupation authorities were 
persecution under color of law because of claimant’s religious (Catholic) and 
political (Monarchist) beliefs. This becomes apparent upon consideration that 
all proof in the record, documentary as well as the testimony of witnesses, was 
stipulated, so that the facts cannot be and are not in dispute. Inasmuch as all 
of the findings of fact were based upon the testimony of the same witnesses who 
furnished the proof of the underlying motivation for the facts, the hearing 
examiner’s failure to adopt the unchallenged proof that the punitive acts were 
undertaken against the claimant under color of law because of discrimination 
against her religious and political beliefs is inexplicable. Clearly, on a stipulated 
record, the examiner may not properly accept certain testimony and reject other 
testimony, of the same witness. The only reason for this arbitrary action is that 
acceptance of the uncontradicted proof destroys the basis of the rejection of 
the claim, i. e.. that the acts against the claimant were not of a discriminatory 
nature 
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The only possible theory on which the claim could be rejected, and this is 
mentioned only because it has been invoked by hearing examiners in certain 
earlier proceedings, involves an interpretation of the statute that relief may be 
granted only to four groups against which discriminatory German decrees have 
been promulgated, i. e., Jews, Communists, Gypsies, and Social Democrats. 
A construction that relief must be confined to those specific groups is manifestly 
unthinkable, particularly in view of the repeated statements of legislative intent 
during the congressional deliberation prior to enactment that the law (i) was 
designed to benefit deserving minorities who wanted the Allied cause to succeed, 
i. e., Protestants, Catholics, Jews, et al., and (ii) was to be broadly and liberally 
construed, 

Vesting and sale of property 

The claimant’s property was vested under circumstances that require the 
most careful scrutiny. During the active conduct of the War, OAP and the 
Treasury Department adopted a practice of blocking property owned by enemys 
nationals which effectively prevented enemy use. For example, the Treasury 
Department had blocked an interest of the subject claimant in a residuary trust 
in the United States. However, the OAP vested title in October 1944, after the 
liberation of Luxembourg which finally extinguished the possibility of enemy use 
of property, but before the United States policy of confiscation had been officially 
formulated. Moreover, the OAP in 1944 had every reason to know that the 
owner was friendly to the Allied cause because the Treasury Department con- 
tinued its policy of blocking the trust above mentioned, and in 1949 released 
claimant’s interest. 

Following the apparently meaningless vesting of title in October 1944, the 
OAP within 8 months sold the owner’s majority interest in income-producing 
real estate situated in New York City for a price that appears to be much below 
the true value. For example, shortly thereafter, the purchaser, a tenant of the 
property, acquired the minority interest from a relative of the claimant at a 
considerably higher price. According to our information, the proceeds of. sale 
from claimant’s interest were deposited in a commercial bank and no interest or 
other increment has been earned or realized on any of the claimant’s property 
although the real estate sold has substantially appreciated in value. This 
precipitous course of conduct is in singular contrast to the OAP’s practice of 
managing various business enterprises and properties, a subject to which the 
subcommittee devoted a major part of its report. 

Upon the facts mentioned, the fund available for return to the claimant under 
general remedial legislation would represent only a fraction of the value of the 
property to which the claimant is entitled. Hence, the subcommittee’s recom- 
mendation (No. 3 on page 69 of its report) that a charge for custodial expenses 
be made against the property returned should be inapplicable to this case and 
represents a further reason for individual consideration. Certainly, the owner 
of property whom the Senate subcommittee has recognized as an outstanding 
example of victimization under the act should not be assessed for the cost of 
administering of the statute that deprived her of her property. 

We have purposely limited this presentation to the features that may suffici- 
ently indicate a gross miscarriage of justice has occurred and that the claimant 
is entitled to reconsideration of her claim, a reversal of the existing decision and 
a return of the full value of her property. Additional facts and equitable con- 
siderations that warrant the favorable exercise of discretion by the Director are 
fully detailed in the filed record. 

We would appreciate very much any consideration that you may be able to 
give to this matter, and are prepared to furnish additional information and 
cooperate in any wav that you might suggest. 

Yours very truly, 
ReGAN & BARRETT, 
Counselors at Law. 


Cuicaco 2, June 22, 1954. 
Senator Everett M. D1rksen, 
Senate Office Building, Washington, D. C. 


My Dear Senator: The Second World War is long over. America and Ger- 
many are again tied by strong bonds of friendship, as we are facing a common 
enemy, an economic war. Wars are that way. Ninety percent of all the wars 
are motivated by the love of money. 
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We, in America, do not want this money to become mixed with our honest 
American dollars, which we are using to secure good will the world over. We 
want to be friendly with all nations; the war is over, but we are still holding a huge 
sum of money and property value which we have taken from our defeated enemy 
by force rather than by due process of law. 

Let us not try to justify our action of withholding, for there is no law of God 
or man to justify us. When we took this property, we were justified in doing so 
because we thereby saved the lives of our American boys. That danger is now 
over. 

By the 5th Amendment to our Constitution, we are assured of “Life, Liberty 
and Property”. If we play fast and loose with property that was not acquired 
by us by due process of law, then some day we may be called upon to justify our 
act. A difficult situation will then confront us, for neither God nor man has 
created such law. 

We in the United States want honest dollars and we have them. We do not 
want the kind of property which Russia is acquiring by force. We do not believe 
that might makes right, but have always believed that ‘‘Righteousness exalteth a 
Nation, but sin is a reproach to any people.” 

America has a duty to perform; it must do all in its power to reestablish world 
peace. We cannot do this with the use of money; other nations have tried this 
and failed. When Rome had completed its conquests, its armies returned and 
a distribution of its wealth was made among its soldiers. For a time, Rome 
was a happy nation. Every one had wealth, but nothing is quite so fickle as 
wealth. Then came a time of economic distress—an enemy was at the gate 
and its wealthy citizens preferred to cultivate their acres and appraise their 
wealth rather than give battle to the enemy at its gate. Each nation before and 
after Rome has a similar story to tell. Where reliance was placed on money, 
disaster always came 

Let the United States of America subscribe to the slogan ‘Righteousness 
exalteth a Nation.’’ Let us return the money so long held by the Alien Property 
Custodian to its original owners. That will assure us of the good will of all 
nations 

The enemy in our case does not want us to return the property as that would 
nullify its argument that to the victor belongs the spoils. 

I am but one of the millions of plain citizens, I have enjoyed this privilege for 
seventy vears, and my family with me. 

In their names and mine, I appeal to you, Mr. Senator, let all of us join to 
strengthen the bulwarks of sound thought in our great country. 

Let all of us call to our people again and again ‘Righteousness exalteth a 
Nation.” Let us return all the property with questionable title and reap good 
will of all the world. 

tespectfully yours, 
Oscar A. STOFFELS, 
Lawyer. 


HosokeEn, N. J., July 7, 1954. 
Hon. Everetr M. DirKseEn, 
Care of Trading With the Enemy Subcommittee, 
Senate Committee on the Judiciary, 
United States Senate Office Building, Washington, D. C. 

Dear Srr: I read in the newspaper that there was a meeting on July 1, 1954, 
which was adjourned until July 31, 1954 in regard to the return of property 
seized from German and Japanese enemy aliens. I do not know whether you 
can use me, but if so, please let me know, and I will be in Washington, and address 
your committee, or do anything else that you wish me to do, and I am at your 
command. 

[ represent a lady, whose name is Mrs. Anna Uthes of 828 Hudson Street, 
hoboken, N. J. It has taken her several years to try to get her inheritance back, 
and we have not vet succeeded. I have been her attorney throughout. The facts 
are somewhat sad and heartrending 

She was technically called an enemy alien, and was born in Germany. Before 
the outbreak of the last world war, she moved to Hoboken, N. J., with her hus- 
band, who also was a German citizen, and who took his residence in Hoboken, 
N. J. Her husband was engaged in the seafaring line, and joined the Maritime 
Service. Before the war broke out, she went to Germany to visit her aged parents, 
who were sickly, and she was afraid that they would soon die, and she wanted 
to see them before they died. In the meantime, the Great World War broke out. 
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Her husband joined the Maritime Service, and shortly thereafter was made 
United States citizen. His wife was about to get back to this country, when 
the war broke out with Germany, and therefore, she was unable to get back to 
this country. 

Being Mrs. Uthes was married to an American citizen, she suffered all sorts 
of persecution in Germany. One time she was ordered to do war work for Ger- 
many by the Gauleiters, and refused to do so. Another time she, while working 
in a factory, refused to give the Hitler salute. Shortly afterwards she was put 
into a German jail. She escaped this jail, and boarded and roomed with various 
relatives in various sections, and the Gestapo could never get in touch with her 
or catch her, for when they searched one place, she had disappeared to another 
place. 

Finally when the war ended with the United States, she came back to Hoboken, 

J. to live. She found out, to her great surprise and shock, that her husband 
has been killed, while working for his country, in that he was submarined or tor- 
pedoed, and he sunk, never to arise again. She also found out that this glorious 
and grand United States had confiscated her inheritance from her husband, 
namely all of the money he left behind him, on the ground that she was an enemy 
alien. She was the only heir and next of kin to her husband. They had no 
children, and he left no will. 

I put in a claim for her to the Washington authorities, and then appeared at 
a hearing before Commissioner Walker at Washington on Linecoln’s birthday. 
We celebrate that day, but in Washington or the South, they don’t celebrate it 
The courtroom was filled with lawyers, and they boo-hooed me, until I had to 
appeal to Commissioner Walker to restrain these lawyers, and keep order in 
the courtroom, and allow me to develop my case. The only friend we had there 
was Commissioner Walker, who afterward decided in our favor, claiming that 
the penalty did not apply to the woman, that she was not an enemy alien. The 
Enemy Alien Custodian refused to honor the decision of Commissioner Walker 
and appealed to a higher officer, who decided that Commissioner Walker was 
wrong. I wasn’t present at the second hearing, and wasn’t invited to the second 
hearing, but was informed about it. I thereupon started suit in the District 
Court of the United States, for the District of New Jersey, and the case will be 
heard by Judge Modarelli some time in the fall or winter. 

I requested a jury trial, but I was deprived of that, because the Enemy Alien 
Custodian office claimed that a jury trial wasn’t allowed by the law, and Judge 
Modarelli upheld them. There were several lawyers from Washington present. 
I told the judge that I thought there was an awful number of lawyers trying to 
fight this widow, and that they are trying to deprive this poor widow of her 
lawful inheritance. 

I had another conference in Washington, but was met with an evasive reply, 
and answer, and with no results. While at Washington, I paid you a visit, but 
you weren’t in. I left my name with your clerks. I had the widow, Mrs. 
Uthes, with me, and also her interpreter, Mr. Garbade. Mrs. Uthes has now 
learned a fair amount of English, and can understand ordinary English and 
American talks and conversations. I do not know whether you need her or 
me to appear, but if we can be of service, we will appear 

Yours very respectfully, 
EDWARD STOVER, 
Counselor at Law. 


Cuicaao, Iuu., July 8, 1954. 
Hon. Everett Dirksen, 
Senate Office Building, Washington, D. C. 

Dear SENATOR DirkKsEN: I have admired you as an able statesman, and a 
stanch American. I have always voted for you, though independent in politics, 
because of these beliefs. I, therefore, was shocked to read in the Wall Street 
Journal, that as head of a subcommittee of the Senate Judiciary Committee, you 
are sponsoring a bill to return several hundred million dollars of property and other 
assets, owned by former alien enemies, now held by the Office of Alien Property. 

Why must the disciples of Hitler be rewarded manyfold for the world’s greatest 
atrocities ever committed? Is a similar reward also to be given Tojo’s followers 
for their unparalled brutalities and their treacherous attack on Pearl Harbor? 

The State Department supports the bill we are informed, and quoting from the 
Wall Street Journal, apparently treat this lightly. The bill would simply give 
back to its original owners, as a matter of grace, the assets taken over by the United 
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States. We have given, these our former alien enemies, billions as outright gifts, 
all at the expense of the tax-ridden American. Yet we must be agreeable and 
pleasing; obeisant like humble slaves, and further enrich these international 
gangsters. The General Aniline Co. would then receive assets of about $140 
million increased from $45 million when taken over; the Schering Corporation 
would receive approximately $31 million in assets, when its German owners 
wanted but a little over a million when the U.S. took possession of their property. 
Grace, indeed! 

Secretary of State Dulles, further approves the bill by stating, it is ‘consistent 
with the historic position of the sanctity of private property.’’ How sacrilegious 
to use the word sanctity to help enrich this infamous cartel, which would not 
hesitate to help toward our destruction. 

Several weeks ago I was asked to sit in at a conference, at which Mr. G. B. 
Burnham, president, Burnham Chemical Co., was present. This was done at the 
solicitation of a conservative businessman and friend, a stockholder of Burnham’s 
company. I have no financial interest in this company and only attended this 
conference to see if I could be of help, and I was prepared to render such service 
as I could gratuitously. It developed that the Burnham Chemical Co. had a 
lease from the Government for a tract of potash and borax. A foreign cartel 
put this comparatively small company out of business through sinister means 
and methods. Time and space does not allow to tell the story—a tragic one 
The investors, several thousand of them, residing in Illinois and other States of 
the Union, were in the main middle-class people, and the total sum lost was over 
$14 million. The property which in time was lost, I understand, was extremely 
valuable, then taken over by the foreign cartel. During the war $10 million of 
the cartel’s money was tied up, for it was proven they were alien enemies. In 
the meanwhile the Burnham Chemical Co. had been squeezed out. 

In the light of your bill, this latter mentioned cartel too should be reimbursed. 
Mr. Burnham has been fighting for many years trying to establish a claim with 
our Government—has impaired his health—grown old—and is practically desti- 
tute. None of all his stockholders has ever registered a complaint against him— 
he is spoken of highly—but at every stage he has been rebuffed. He still persists 
in carrying on the fight, a small still voice crying from out of the wilderness plead- 
ing for justice. I am sure, Senator, after hearing what I have, you too might be 
wrought up if the comparison is drawn with our magnanimous treatment of former 
foreign enemies, and that of our best citizenry. 

Mr. Burnham cannot employ lobbyists strongly entrenched politically. He 
occupies an office (does all the work himself) at 132 Third Street SE, not too distant 
from the Senate Office, Washington, D. C. The office necessarily must be a 
modest one, as it is maintained by such stockholders as my friend, but there in 
meeting Mr. Burnham, you will meet a true exponent of Americanism, who 
though badly hurt still has faith that his Government will right a grievous wrong. 
A newspaperman who has time to go into such things might uncover interesting 
material, and bring to light that cartels of the character mentioned are neither 
entitled to sympathy nor help. 

I hope that you will not think this letter too presumptuous, and I most humbly 
trust that this particular bill will die with the 83d Congress, and never again be 
presented. 

Sineerely yours, 





Jor TITAN. 


DIEFENBACHSTRASSE 29, 
Muenchen-Solin, June 138, 1954. 
Senator DrIrkKsEN, 
Senate Office Building, Washington, D. C. 


Dear Srr: Recently I have returned from the States where I visited my 
daughter, Mrs. Hugh W. Braham, Washington, D. C., and my cousin, Mrs. 
Leland 8. Conness, also Takoma Park, Washington, D. C. 

I had the pleasure of seeing Senator Langer several times and he can give you 
any information about me. In a clipping of the Sueddeutsche Zeitung you are 
mentioned as the person who intends to recover the German property. It is 
very disappointing to read that it may take so much longer than it was expected 
to recover the German private property. 

My mother was a first cousin to the late Edward R. Stettinius and her property 
was returned to her after World War I within a few months after she came to 
St. Louis in December 1920, in spite of having become a German citizen by 
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marriage to my father, Heinrich von Quast. I am 69 now. My income is kept 
in Washington. It is very small but nevertheless would be a great help to be 
not obliged at my age to do housekeeping and cooking since the end of the war, 
and, furthermore, having lost almost everything through the currency exchange. 

Besides, we have a Swiss mortgage on our house here and it is scarcely possible 
to pay the interest every quarter. 

I ask your kind help to consider perhaps speaking with Senator Langer how it 
could be possible to find a way to make life a little easier fomr e as it is now. 

As I know all these difficulties have arisen through Dexter White, etc. It does 
not make the best impression that Congress does not seem to be able to settle 
this most important matter between the United States and Germany any faster; 
the way how it is handled being against the Constitution of the United States. 

I would be very grateful if I could have a reply, how matters shall be handled 
in the near future. 

Please remember me to Senator Langer. Thanking you in advance, I remain, 

Yours very sincerely, 
Maria von ARNIM. 


Paris, June 17, 1954. 
Re alien property. 
Senator Everett M, Dirksen, 
United States Senate Office Building, 
Washington, D. C. 

DEAR SENATOR DiRKSEN: Not long ago I read with much relief that you are 
behind a movement to correct some of the inequities in the handling of alien 
property. 

It appears that you are trying to cause action to be taken not only in respect 
to pending claims but also in respect to cases which have already been settled 
and vested. 

It is in connection with this latter category that I write with a thought that the 
example which I will cite below is perhaps typical of a great many where a flagrant 
injustice has been committed. 

To identify myself, may I add here that I am the European manager for an 
American chemical concern. 

Elizabeth Krueppel-Inden, title claim No. 57223, Docket No. 1811.—Hugo 
Inden emigrated to the United States from Germany in 1925 and eventually 
created a position for himself as instructor in painting in the Abbott School in 
Washington, D. C. He took out final citizenship papers in about 1935. Un- 
married and with no close relatives in the United States he took out a life insurance 
policy, naming as beneficiary his widowed sister, Mrs. Krueppel-Inden, residing in 
Germany. The policy, I think, was for about $3,000. 

Hugo Inden died in Washington in April 1940. Payment of the policy to 
Mrs. Krueppel-Inden was blocked by Presidential decree. On the declaration of 
war this policy was taken over by the Alien Property Custodian. Eventually 
the case was heard and the property was vested. 

Frau Krueppel-Inden is an old lady of distinguished family. She has never 
taken any political activity. Her means of subsistence have melted away during 
two wars and she is today penniless, save for a modest payment under social 
insurance of about $15 per month. 

I hope very much that you will succeed in your efforts to correct obvious in- 
justices of this kind. You have my very high esteem for your efforts. 

Yours very truly, 
F, E. Watcn. 





WInsTON, StRAWN, Biuack & TOWNER, 
Chicago 3, June 80, 1954. 
Hon. Everett M. Dirksen, 
Senator, State of Illinois, 
Senate Office Building, Washington 25, D. C. 

My Dear Senator DirksEn: I am grateful to you for the opportunity of 
making a statement in respect to 8. 3423 to amend the Trading With the Enemy 
Act. 

I represent an American-born lady whose father died testate in 1918, a resident 
of Chicago, Ill. Under the will of my client’s father, approximately one-half of 
the issued and outstanding stock in an old, successful, and respected Chicago 
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enterprise of which he was one of the founders, was left in trust with a Chicago 
bank for the benefit of his descendants. 

There are presently American citizens (two of whom I represent) and German 
nationals (represented by others) who are his descendants. Such descendants 
have a vested interest in the income of the trust, but only a contingent interest in 
the corpus. 

The alien property custodian claims that he is entitled, not only to the interest 
in the accrued income allocated to the German nationals, but also to certain of 
the corpus, although there is a possibility that all of the corpus might, on termi- 
nation of the trust, go only to American citizens. 

There is a very serious question whether this contingent interest in the corpus 
is property within the meaning of Trading With the Enemy Act, and whether a 
purported sale of such interest by the Alien Property Custodian would be effective. 
Should the German nationals fail to survive to the termination of the trust, a 
purchaser of their interests, even conceding the vesting order effective and the 
Alien Property Custodian’s sale thereof valid, would take nothing. A purported 
sale could only interest a gambler and would be productive of future litigation. 

The German nationals involved in this estate were not in the military service 
of the German Government. They are, and have been since prior to World 
War II, residents of Western Germany. They always have had ties with America. 
They have received no income or benefits from the trust since prior to the entry 
of the United States into World War II. They are now destitute and sorely in 
need of their inheritance. 

The enactment of 8. 3423 would, I believe, rectify the injustice done and con- 
tinuing to these descendants and heirs of an outstanding, successful and loyal 
American. 

Undoubtedly there are numerous similar cases in the United States. 

Favorable and prompt action upon 8. 3423 is urged. 

With kindest personal regards, I remain 

Sincerely yours, 
WaLTER A. WADE. 


HospokeEN, N. J., June 29, 1954. 
Hon. Senator Everett M. Dirksen, 
Senate Office Building, Washington, D. C. 


HoNnoRABLE SENATOR: May I add my voice of thanks to the many who feel 
deeply indebted to you for your unceasing efforts to have the values owned by 
aliens, but seized by the Government during World War II, returned to the 
former owners. 

I would like to plead for my niece Mrs. Elisabeth M. Erny, a widow aged 71, 
who is deprived of every cent she possessed and to whom I have given asylumn in 
my humble home. 

Although I have reached the age of 81, I hope to be allowed to see the day of 
success for your Senate Judiciary Committee, which will relieve my niece and 
countless others from their present state of uncertainty and privation. 

With most sincere thanks, Honorable Senator, for your fine efforts in behalf of 
those who so much need your intercession and with fervent wishes for success. 

Respectfully yours, 
CHRISTIANE WALTER. 


FRAMINGHAM, Mass., July 19, 1954. 
Dear SENATOR DirksEN: I am very much interested in your bill for the return 
of confiscated property to Japanese and Germans. Can you tell me what chance 
there is of its passing this session? It is outrageous that the property has not been 
returned before this to people whose friendship we are trying to engender. I hope 
there is a real push behind this bill. 
Yours truly, 


MARGARET WELCH 
Mrs. E. Schier Welch. 
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Lock, N. Y., July 12, 1954. 
Senator Evererr M. Dirksen, 
Senate Judiciary Committee, 
Senate Office Building, 
Washington, D.C, 


DEAR SENATOR DiRKsEN: I know you must receive letters like this one every 
day but I have been watching your progress in getting a proposal for the return 
of German property vested by the United States Government, and felt that if 
I wrote to you, I might have a chance to receive just a little portion of the money 
my uncle left my family in 1941 or 1942, which I so badly need at the present time. 
I saw in the paper, you see, that a bill might be passed on July 31 for the return 
of German property What, if the bill is passed must I do to receive any money 
that my uncle left my family and myself? 

I came to the United States in October of 1951 and applied for my citizenship 
papers upon arrival, but was told I needed no first citizenship papers. Through 
the good grace of my aunt, Mrs. Roman H. Heyn of Westport, Conn., I was 
able to attend college at Cornell University and graduated from a 2-year course 
this June. Although I had several hinderances—my inadequate knowledge of 
the English language and an artificial leg—I have appreciated the chance of 
coming to this country and enjoying its many freedoms and most of all being in 
a peacefullike and democratic land, where the seavenges of war, I hope, may 
never show its marks. You have no idea what a difference it is. We sometimes 
think here that a war might someday come here but it is so awful to be right in 
the middle of a war area. You can never plan on anything. Today you have 
a wife and children and a home, and tomorrow everything may be gone and 
you never know, worst of all, when that “tomorrow” is going to be. Some 


American people do not know how lucky they are to be Americans. 

Now I am out of school and I am going to marry an American girl in August 
of this year. Seeing how expensive a little place is and my trouble with my leg, 
I thought perhaps I might be able to receive a part of the money my uncle left 
me. Just enough fora downpayment on our farm would be like a blessing which 
surely would only come from our Lord above. 

The property left by my uncle was vested by vesting order No. 4560. The 


estate of Roman H. Heyn has the following file numbers: D-28-3976; E. T. 
sec. 6893. Anything left to our family was under vesting order No. 10732. 
This file number is D28-3977-G1. Issue of Heinrich Heyn, my father, has file 
No. 28-15773. 
Thanking you very much, 
Sincerely, 
Roman L. Heyn. 


INTERNATIONAL CHEMICAL WORKERS UNION, 
Newark, N. J., June 25, 1954. 
Hon. Everett M. DIRKSEN, 
United States Senate, 
Senate Office Building, Washington, D. C. 


Dear Str: When I learned that you planned to hold hearings on your Senate 
bill S. 3423 I promptly wrote and asked for the privilege of appearing in opposition 
to the bill. 

I have been holding myself in readiness to do this hoping that you would call 
these hearings at a convenient date for all of us. I am now advised that the 
opportunity to appear will be on July 1 and 2. 

Our international union is holding a meeting that week and, since it is in Canada, 
I will not be able to appear. 

I should like, however, to ask that you have read into the record my objections 
to this proposed legislation on behalf of the more than 3,000 members of our 
union employed by the General Aniline Film Corp. and on behalf of our entire 
international organization. 

We once experienced working under foreign ownership and we do not want to 
return to that status even for the brief period of time set forth in your bill. Under 
American management we have experienced growth and progress which we never 
experienced under foreign control. We have an established working relationship 
with the present American management that we do not want upset. Any change 
in ownership exposes our members to the hazards of changed working conditions, 
contract changes, and loss of jobs through curtailments or changes in objectives 
and make uncertain any plans for the future. While we want the company out 
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from under Government ownership and sold to American interests, we do not 
want to have to go through a period of foreign ownership before this can happen. 

In addition to the foregoing, we certainly do not want our futures jeopardized 
by even a temporary period of foreign ownership during which changes could be 
made, contracts entered into, personnel eliminated, properties sold, etc., that 
could literally wreck the company or at least so damage its future when returned 
to American ownership that our future welfare would be seriously damaged. 

It takes a lot of time, effort, and headaches to establish satisfactory relations 
between the management and organized labor, and having made these investments 
we don’t want to see them jeopardized 

We earnestly and respectfully urge that you give serious consideration to the 
welfare of the thousands of employees whom we represent in this company by 
making possible the prompt and direct sale of the company to American interests 
and not return the company even temporarily to foreign domination. 

Respectfully yours, 
Georce I. Witcox, Organizer. 


[Cablegram] 


Toxyo, July 3, 1954. 
Senator Everett DirKsEN, 
Washington, D. C.: 

Americans including war claimants in Japan after payment will have over $100 
million in blocked yen accounts. Suggest negotiations with Japanese Govern- 
ment unblock these funds prior American funds held by Alien Property Custodian 
being made available. 

Wiviram F. Hamriitton WILFREDHAM. 
Evmer FE. WE try. 


HospokENn, N. J., June 29, 1954. 
Senator Everett M. Dirksen, 
Senate Judiciary Committee, 
Senate Building, Washington, D. C. 


Dear Srr: I wish to tell you that I am very much in sympathy with the efforts 
I understand you are exerting for the 1eturn of valuables, assets, and property 
vested by the Attorney General during World War II—property belonging to 
German individuals 

My experience goes back to World War I. I had quite some connection with 
eases which involved the seizure of alien property during World War I, which 
at that time was taken into custody by the Alien Property Custodian. 

This property in all the cases I was involved in was returned to the individuals 
from whom it was seized, which showed that the policy of the United States at 
that time was different from the policy adopted during World War II, in which 
case I also had contact with one case where the securities of my sister were vested 
by the Attorney General of the United States. 

After the war was over and in my opinion in direct violation to the spirit of the 
Geneva Conference—which, as I recall, distinctly said that the private property 
of private individuals in any enemy country could not be permanently confiscated 
or vested but at the end of hostilities was to be returned to the private individuals; 
in this particular case the property was vested by the Attorney General; the prop- 
erty being stocks and bonds which were purchased with the proceeds of life in- 
surance paid out to my sister on the death of her husband. 

Having deep respect for your demonstrated sense of justice, I request you to 
give this question your sincerest consideration. 

Yours very truly, 
Caru J. WILLENBORG, Jr. 


x 





